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50" birthday of the 
company whose products you know 


by the trade-mark: TIMKEN 


SINCE 1899 THE TIMKEN ROLLER 
BEARING COMPANY HAS BEEN 
HELPING AMERICAN INDUSTRY 


GET THE MOST FOR ITS MONEY 


COPR. 1949 THE TIMKEN ROLLER BEAR 


TOBODY likes to buy a“pig in a poke”. 

In America you Jon’t have to. You’re 
protected by trade-marks like “TIMKEN”. 
Registered as a trade-mark in the United 
States Patent Office, “Timken” identifies 
products made by The Timken Roller 
Bearing Company: Timken tapered roller 
bearings, Timken alloy steels and seamless 


tubing, and Timken removable rock bits. 


Experience over the years has shown 
Timken products to be the finest in their 
respective fields. And many thousands of 
men and women are working hard to keep 
them that way. No wonder it has become a 
habit throughout industry to look for the 
trade-mark “Timken”. The Timken Roller 
Bearing Company, Canton 6, Ohio. Cable 
address: ‘“TIMROSCO”. 
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Who profits most from profits ? 


BOUT FIFTY YEARS AGO a good many 
A men were going into the business of mak- 
ing automobiles—not to benefit humanity but 
to make money for themselves. 


“Terrible”, the reformers said. 


Most of these men lost every cent they had, 
a few made some money. A very few made 
millions, became extremely rich, built up huge 
corporations out of profits. 


“Terrible”, the reformers said. 


Those huge corporations and the companies 


they support and create, provide more than 8 
million jobs in America today, for just about 
the highest paid workers in the world. 

Those 8,000,000 jobs would never exist if 
it had not been possible to make and keep 
profits in the past. 

Profits like that cannot be made today and, 
even if made, could not be kept. The reformers 
have had their way. 

But the millions of jobs we'll need tomorrow 
are not being born. That’s a terrible price for 
“reform” that your children will have to pay. 
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YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 















News within the News 





ADVICE TO TAXPAYERS—How long should you retain income records for tax pur- 
poses? Can you deduct entertainment expenses from your income tax base? 
Could you be prosecuted for an honest error in your tax return? These and 
other practical questions are answered for you here by the Commissioner of In- 


ternal Revenue, George J. Schoeneman........ Seite <eotiigeaiss Se re oshhh iihiibvas 


MORE UNEMPLOYMENT AHEAD....P. 11 
Jobless workers in U.S. now number 
4,000,000. Another 4,000,000 persons 
are working only short time. Unemploy- 
ment, in fact, has doubled since October. 
This article shows the trend to date, the 
outlook for the rest of 1949. 


BUSINESS VIEWS THE SLUMP........P. 13 
Decline in business is to go on into next 
year, reaching 15 to 20 per cent below 
the. peak of the boom. Then things will 
begin to look up again. That’s the con- 
sensus of corporation economists, on 
whose advice large business plans are 
made. Here is what business sees ahead, 
industry by industry. 


ANTITRUST-LAW TANGLE..............P. 17 
Understanding the antitrust laws is 
harder than ever. Court decisions have 
upset chain movies and dealer arrange- 
ments of the oil industry. The basing- 
point system now is in disrepute. Bills 
in Congress seem to conflict with laws 
already on the books. Businessmen 
would like a thorough revision and sim- 
plification of antitrust laws. 


FARM CONTROLS ON THE WAY....P. 18 
This year may be the last before strong 
Government controls are clamped on 
farm production all over the country. 
That, at least, is the opinion of farmers 
in a new U.S. News & World Report 
survey. Feeling is that surpluses are 
coming back, that controls are becoming 
necessary for security on the farm. 


RISING COST OF SOCIAL AID......P. 19 
Governments and employers are finding 
that their costs for protecting people 
from the hazards of life are going sky- 


P. 36 


high. Social-security payments of all 
kinds already are above $13,100,000,000 
a year and rising fast. 


COMMUNIST HUNT SPREADG......P. 22 
Official probers are having a field day 
now, with Congress, Justice Department, 
the courts and State legislatures hot on 
the trail of U.S. Communists. Here is a 
guide to who is being investigated by 
whom and why. 


CHINA: STILL HUNGRY................P. 24 
Communist victories in China bring no 
basic change to the lives of most Chinese. 
The Soviet pattern is lacking. Here, in a 
report from Communist-occupied China, 
you get a picture of life under a Chinese 
Communist Government. Nearly every- 
one keeps his old job. There is less graft, 
but there are also higher taxes, fewer 
raw materials. And people are still hun- 
gry, ill clothed, as poor as ever. 
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Bigger Value Every Day 


Service is more valuable because calls 
go through faster, more accurately. Often 
they go farther, too. Millions of calls a 
day now travel greater distances at the 
local rate. 


It’s a good thing we don’t have to make 
your telephone instrument bigger every 
time we make it possible for you to call 
more people. You’d have to move out of 


the house to make room for the telephone. 


The big increase in the number of Bell 
telephones — 10,500,000 have been added 
since the end of the war—is just one 
reason for the increased value of the tele- 
phone. There’s been an increase in quality 
as well as quantity. 


There never has been a time when the 
telephone has been of greater value to you 
than right now. 


And the cost is still low. Increases in 
telephone rates are much less than the 
increases in most other things you buy. 
They average only a penny or so per call. 


BELL TELEPHONE SYSTEM 





This coal pile’s a ‘POWERHOUSE’ 


for 1,500,000 people! 
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Photograph copyrighted by The Cleveland Electric Illuminating Company | 


Here’s a picture of a 200,000-ton coal pile—ready to put 
light and power into homes and work places of a large city. 
Pulverized and blown into the steam boilers of an electric 
generating plant, this coal will help make living and working 
brighter and easier for a million and a half people. 

Indeed, the demand for coal to be used in generating elec- 
tricity has more than tripled since 1930, in spite of hydro- 
electric developments and in the face of the fact that electric 
power companies now “squeeze” three times as much “juice” 
from a ton of coal as in 1914. 

Today coal provides power companies and other users 
with ‘the most economical, reliable source of energy. And 
modern mining is geared to build up and maintain stock piles 
like the one pictured above. To keep the fires of America 
burning brightly, both now and in the future, the progressive 
mining industry is spending hundreds of millions of dollars 
on new and improved mechanized equipment and facilities. 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF AMERICA 


Modernizing America’s bituminous coal 
mines means replacing “pick and shovel” min- 
ing with power machines. Today more than 
91% of production is mechanically cut and 60% 
is mechanically loaded. And among many new 
preparation plants now under construction is 
one designed to wash and grade coal for spe- 
cific uses at a record rate of 2,000 tons an hour. 


Largely as a result of modernization by pro- 
gressive management, the American miner’s 
average daily output is five times greater than 
that of the British miner and his take-home 
pay is higher than that paid by any other 
major American industry. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 
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There is this to keep in mind as the business setback deepens: 
The faster the decline, the more rapid the recovery. Decline to date is 
faster and deeper than almost anyone had expected it to be. 


Deflation, once started, has to run its course. 

Recovery will come when buyers again are convinced that prices are on a 
firm base, when the wind is squeezed out of the price structure. 

When things start down, everybody tends to hold back, to wait in the hope 
of buying more cheaply, just as people rush in when the trend is up in order to 
buy before the price goes higher. At the moment, new orders for goods are cut 
drastically in most lines while buyers wait for prices to come down. 








Actually, business decline already seems about halfway over. 

Output of goods is down more than 10 per cent. It may fall dnother 8 or 10 
per cent as an average for the fourth quarter. That might be near bottom. 

Prices, at wholesale, are down 8 per cent. They have further to go in most 
lines--maybe another 7 or 8 per cent on the average. 

Cost of living is going to decline later this year. It is off 3 per cent 
from its 1948 high and is expected to fall about 5 per cent more. 

Retail trade will go on declining moderately. Buying by the public is 
holding fairly well, though, is not declining as much as business buying. 

Profits are to be squeezed. Profit level by late 1949 probably will be at 
a rate 40 per cent under 1948. Profits suffer in a period when the volume of 
sales declines, when prices are under pressure and costs are hard to cut. 

Dividend payments, however, won't decline as much as profits. Investors 
probably will get dividend checks at an annual rate of $7,000,000,000 late in 
1949, where in 1948 the rate was $8,500,000,000. Even so, dividends will be 
high by any past experience except that of 1948. 

Nobody in a position to judge expects business to go to pot. Instead, there 
is to be a moderate adjustment to a more stable level of price. Spiral up was 
overdone and had to end sometime. Trend down will end, too, in 1950. 














Inflation is a period when people rush to buy, expecting prices to go up. 
During price inflation, buying is overdone to get ahead of price rises. 

Deflation is a period when people hold back, expecting prices to fall. 
During price deflation, people cut purchases often below needs and below ability 
to buy, expecting that by delay they can get things more cheaply. 

Pessimism is overdone during a period of deflation, just as optimism is 
overdone during a period of inflation. All signs are that pessimism at this 
time is beginning to be overdone. Business outlook is better than the attitude 


of many businessmen and of many people with money. 


Stock-market declines tend to add to pessimism, to feed deflation. 

Prices of stocks reflect pessimism of people with money. They're afraid of 
Something, of lowered profits, reduced dividends, maybe higher taxes. 

Stocks, however, never did join the postwar boom in a big way. All through 
5 years of the greatest boom in history, investors took a dim view of what was 


(over) 
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going on. While business skyrocketed, equity prices drifted down. 

Just remember this: During deflation there is a tendency for many to be 
discouraged or frightened and to sell whatever they have to get cash. Shrewd 
people, in a period of that kind, buy when most people want to sell, just as 
they sell when everybody else wants to buy. Nobody knows what will be the 
cheapest value that will be put on shares in U.S. business, but it is doubtful 
if this is the time to get panicky over the longer-range outlook. 

Stock prices, in relation to earnings and dividends, appear to discount a 
rather severe deflation in many fields. It is highly doubtful that business is 
heading into another depression of the kind that followed 1929. Conditions 
Simply are not the same now as then. This is more like 1920-21 or 1937-38. 








Mr. Truman is to go slow with special plans to counter deflation. 

Truman policy, at this point, is to let nature take its course, to let the 
price structure undergo adjustment before moving in. Idea of advisers who have 
the President's ear is that action by Government to bolster prices at these 
levels would be costly and not in the long-run interest of the country. 

Truman plan, once he does decide to move, will revolve around large-scale 
public works, nationalized unemployment insurance, more farm subsidies. There 
is no present intention to use a vast military program for pump priming. 

Says Edwin Nourse, present No. 1 Economic Adviser: "From an economic point 
of view, it is better to have workers build roads, schools and hospitals, rebuild 
our cities, engage in soil-conservation work and improve water resources than 
to produce munitions or to train for war." 

Military men, pressing for more and more money, are meeting opposition from 
the economists who say their spending isn't the way to stop deflation. 











U.S. Treasury soon will need to borrow to pay its bills. 

Checking account of the Government got down to $1,100,000,000 in cash. 

Bills due are running at about $3,500,000,000 a month. 

Cash balance of about $3,000,000,000 is regarded as necessary because the 
income doesn't come in regularly each month and outgo sometimes is centered in 
big chunks. Bills due June 15 really put a strain on the bank balance. 

This means that the time is near when the Government will have to go out 
and borrow some money so it can have enough on hand to meet the pay roll and to 
pay bills that keep flooding in. Borrowing will be quite heavy late in 1949. 








Spending won't be cut much by Congress for the year to start July l. 

Total of spending is to exceed $42,000,000,000--a peacetime record. 

Military is to get about $15,000,000,000. Few cuts are probable. 

Aid abroad will be reduced somewhat, but not much. 

Lend-lease, on a moderate basis to Start, is becoming more probable. 

Farm aid is going to cost much more money than officially forecast. It is 
to take many dollars to Support prices of farm commodities. 

Public works will be on an expanding scale. Public housing is ahead. 

Congress is going to go slow in approving plans for bigger and better social 
security in 1949. Prospect is growing, however, that Congress will be ready to 
approve bigger benefits for old-age insurance, broader coverage and maybe a 
start on disability insurance during election year 1950. Economy in Government 
Spending is being talked, but the really powerful political pressures are on the 
Side of bigger spending, not smaller spending. 








Strike season this year apparently is to be fairly calm. 

A steel strike is about a 50-50 prospect for July 16. If called, it is 
likely to be rather short, not a long struggle on a no-compromise basis. 

Strike in coal may be limited to Southern mines. 

Big new strikes in automobiles seem unlikely. 

Unions this year aren't set so well. Bad times aren't good strike times. 
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YOURE A GOING BUSINESS 


WHEN YOU GO PULLMAN 





I. You button up your problems as the train gets you 
there. For, to work on the way, to turn your accom- 
modations into an office on wheels, it takes just four 
words: “Porter, a table, please !” 


2. You meet old friends and make new ones in the spe- 
cial lounge car reserved for you and other Pullman 
passengers. Friendly gatherings make time pass as 
quickly as the miles. 


3. You sleep deep and undisturbed in that big Pullman 
bed, perfect end to a perfect day. Its crisp linens, 
its soft mattress, its roominess—these are worth 
their weight in dreams to you. 


4. You arrive right in the heart of town, convenient to 
everything. You’re relaxed and ready to do business. 
Fact is—you’re a going business. You’ve gone 
Pullman! 


IT’S GOOD BUSINESS TO G. D 
Visit the Chicago Railroad Fair in '49—June 25th O /, VLA Gi7 


through October 2nd. Don’t miss the Pullman Exhibit! 


THE SAFEST, MOST COMFORTABLE WAY TO GET THERE! 
Oisss, THE PULLMAN COMPANY -_-_ en re — 
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by Duofold 





no pinch 
no bind 


no belt-line 
bulk 


In Cotton 
or Rayon 


Available at better stores. Or write Duofold, Inc., Mohawk, N. Y. 








Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 
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THEY INSURE PEACE OF MIND 


When you are protected by 
GLOBE Automatic Sprinklers you 
know that FIRE can’t step in 
and destroy the many UNinsur- 
able values of your business. 


GLOBE AUTOMATIC SPRINKLER CO. 
NEW YORK ...CHICAGO... PHILADELPHIA 
Offices in nearty all principai cities 





F THE STATE OF THE NATION worried 

President Harry S. Truman last week, 
he gave no sign of anxiety to the news- 
men who filed into his office for their 
regular press conference and bombarded 
him with questions about spies, Com- 
munists, business and politics. Smiling 
and outwardly at ease, the President fired 
back his answers as fast as the reporters 
could think of things to ask: 3 

Mr. President, a whole lot of people 
are being branded as Reds in these 
trials and hearings that are going on. 
Is there any sort of counsel you can 
give? 

The President suggested that the re- 
porters go back and read the history of 
the alien and sedition laws in the 1790s. 
They would be surprised at the parallel. 

Read on through the history of Jeffer- 
son’s Administration, Mr. Truman said, 
and see what happened. He recalled that 








~ a 


PRESIDENT TRUMAN 
. . . he remembered the 1790s 


B Sa 
-Acme 


the hysteria finally died down and the 
country didn’t go to hell at all. Such 
things [as the current flurry over sub- 
versive activities] happen after every 
great crisis. They happen after every 
great war. Remember what happened 
after the first World War? he asked, re- 
calling the activities of the Ku Klux Klan 
in Indiana. 

Are you confident that no part of the 
executive branch is gripped by this 
hysteria? 

The President said he was confident 
that was so, and that he would clean out 
any officials who were. 

Well, there’s been a lot of smoke 
around J. Edgar Hoover [Director of 





The March of the News___ 


the Federal Bureau of Investigation) 
Could you clear that up? : 

Mr. Truman replied there was nothing 
for him to clear up, that he had never 
heard of any intention on Mr. Hoover’s 
part to resign. 

Does he have your confidence? 

Mr. Hoover has done a good job, the 
President said. 

In regard to publicizing executive 
records [such as FBI files] in the courts, 
has any thought been given to protec. 
tion of such papers? 

Every effort had been made, the Presi- 
dent said, to protect such papers, but it 
is not his policy to interfere with the 
judiciary. 

Do you think the files ought to be 
cleared from time to time of some of 
the irrelevant material? 

Mr. Truman had no comment. 

My paper has suggested that you ap. 
point a special commission to make an 
inquiry into the FBI and how it operates, 
and then report to you—a quiet, closed 
sort of study— 

The President interrupted the reporter 
to ask laughingly if he had ever heard of 
anything like that in Washington. 


HE QUESTIONING veered to other sub 

jects. 

Walter Reuther [of the United Auto- 
mobile Workers] after he was here 
yesterday said he believed the Admin. 
istration would vigorously meet the un- 
employment crisis. Would you say we 
are in a crisis now? + 

We are not, replied Mr. Truman, then 
added that the Administration's view- 
point is being worked on now and will 
be published the middle of the year. 

Do you want the Brannan farm plan 
[to guarantee the annual income of 
farmers] passed? 

He sure did, Mr. Truman answered, 
and added that it is going to be passed 
at this session of Congress. 

Want to bet on that? 

Laughing, the President told the re 
porter he would take the bet, then modi- 
fied his prediction to say the plan would 
be passed by the 81st Congress. 

Reports indicate that the Administra- 
tion doesn’t want any action on it till 
next year. Is that true? 

There have been comments, Mr. Trv- 
man said, that the program ought to be 
saved for an election year, but the Admin- 
istration has no thought of that; it wants 
the plan passed as soon as possible. 

You mean, Mr. President, that you 
think you can get further in politics by 
accomplishments than by promises? 

Yes, he said, he did. 

There has been some speculation 
that you will not run in 1952. Can you 
say something about it? 

Mr. Truman had ‘no comment. 
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These remarkable new vehicles have 
been engineered, built and ‘‘Job- 
Rated”’ specifically for low-cost mer- 
chandise delivery. 


They are available in three wheel- 
bases ... with 7’, 914’ and 1214’ 
bodies . . . with 253, 348 and 462 
cubic feet of load space . . . and with 
payloads ranging all the way from 
1,075 to 4,500 Ibs. 


These Route-Vans are available 


"Easy in... easy out!” 


It’s a “cinch” to get 
in and out the full 32” 
openings of the Route- 
Van's “jack-knife” 
doors! And step height 
is as little as 135%” 
above pavement. 












"Easy to work a load f" 


—square bottles); with 4 tiers, 


accommodates 66 cases. 










Note the center aisle—with 3 
tiers of milk cases (46 cases 


the 7-foot Route-Van body 


NEW! NEW! NEW! NEW! 


ponee KOULE-Va 








with Fluid Drive. This is the first 
application of Fluid Drive to trucks 
in volume production. Fluid Drive 
adds remarkable new smoothness of 
operation. It contributes greatly to 
ease of handling. It reduces main- 
tenance costs, prolongs vehicle life. 


See your Dodge dealer. Let him 
explain how this amazing new 
vehicle can bring lower costs to your 
frequent-stop delivery operation. 


FOR THE GOOD OF YOUR BUSINESS... CY 1 tah 7G DODGE Sob-Kaled TRULKS 













































"tm Six feet! You ought to see the headroom’ 


Yes sir, you can walk from front to rear 
with your hat on. Ample, 72-inch width, 
for shelves, racks, or compartments! 


——— 


Perfect for 
my job!” 





You've never known such smoothness, 
such ease of handling. And Fluid 
Drive lowers upkeep costs and pro- 
longs vehicle life, too! 


















Said Jack to Joan: ““You need a treat, a break in your 

e routine, a change from keeping kids and clothes and 
house and dishes clean. Let’s have some fun just by 
ourselves. I'll tell you what we’ll do—let’s week-end at 
the Statler . . . it will fix you up like new!” 


They came to Statler Friday night, had dinner, saw a 
e show. “Oh, that was grand,” said Joan to Jack, “hut 
grander still, you know, is sleeping late tomorrow; just 
think, ’til nine or ten. And Statler’s bed’s so comfort- 
able, I may not wake up then! 








3 “The perfect way to start a day,” said Joan to Jack, 
e “is this—a Statler breakfast in our room, while we 
relax in bliss. The coffee’s hot, the bacon’s crisp, the 
eggs are just delicious: and, best of all, we will not 
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have to wash the breakfast dishes! 





Se \O NO SSE] 














That afternoon they “did” the town, and Joan ex- 
e claimed: “It’s grand that shops and shows and other 
things are all so close at hand. To see the most, and do 
the most upon a short vacation, it really helps to stay 


at Statler’s heart-of-town location!” 














They dined on Statler’s famous food, they danced the 
enight away, and sparkling entertainment helped to 
make the evening gay. Then Joan exclaimed: “Ah, any 
wife would.like this gift the best—a week end at the 
Statler, where you really are a guest!” 





"STATLER 


HOTELS 
age ea 


STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON + BUFFALO CLEVELAND 
DETROIT + ST. LOUIS WASHINGTON 
STATLER OPERATED HOTEL WILLIAM PENN « PITTSBURGH 
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8,000,000 JOBLESS OR SHORT-TIME: 
FURTHER LAYOFFS ARE AHEAD IN ‘49 


Federal Countermoves Will Be Delayed 


Jobs are getting harder to 
find. Unemployed, now around 
4,000,000, will reach 6,000,000 
by year’s end or soon after if 
present trends hold. 

Relief and jobless benefits help 
out. So do part-time jobs. But 
unemployment is back as a long- 
range, stubborn problem. 


Unemployment is continuing to rise 


rapidly. Persons now out of work and - 


looking for jobs are estimated to num- 
ber 4,000,000. That total is expected 
to approach 6,000,000 late this year or 
early next year, unless trends now set 
are reversed. 

Layoffs of workers in industry are 
spreading. The steel industry in all of 
its parts is starting to reduce working 
forces as orders decline. Automobile - 


workers may face an employment prob- 
lem when the big 1949 selling season 
ends. Employers in almost all fields are 
tightening up, finding ways to cuit cor- 
ners in order to save on use of workers. 

Those who lose jobs are not the only 
ones who are hurt. A large number of 
persons who hold their jobs are having 
their hours of work reduced. At present, 
more than 4,000,000 persons are em- 
ployed but working less than 22 hours 
a week—half time or less. 

Jobless, or working no more than 
half time, are 8,000,000 workers, as the 
chart on this page shows. Those are per- 
sons whose income from employment is 
cut off, or is small. The number in these 
two categories is growing month by 
month. It is expected to reach or exceed 
10,000,000 before employment again 
turns up. 

Jobs, even so, are held by more 
than 59,000,000 persons. Even when the 
job total reaches its low point, it is ex- 
pected to be around 57,000,000—9,000,- 


000 more than in prewar 1940. Part of 
the problem of providing jobs and of 
assuring full-time work for those who 
do want jobs grows from the very large 
increase that has occurred in the labor 
force. 

Unemployment, as a problem, is not 
yet generating a political stir. Mr. Tru- 
man, publicly, refuses to admit that un- 
employment is a problem at this time. 
Congress prefers not to become disturbed 
until the White House makes a point 
of the shrinkage in jobs. A job-shortage 
problem has‘ managed to return without 
attracting much attention because the 
problem, for one thing, is concentrated 
for the time being in New England, in 
parts of the South and on the West 
Coast. As unemployment spreads _ to 
more and more sections of the country, 
the job problem is expected to take on 
political importance. 

Plans, actually, are being shaped by 
Government planners for the time when 
Mr. Truman will want to ask Congress 





Unemployment: The Trend Is Up 
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for more authority and more money to 
deal with rising unemployment. 

Unemployment insurance is_ the 
present cushion that softens the blow for 
those who do lose jobs. A reserve fund 
of more than $7,000,000,000 has been 
built up to support the insurance system. 
Benefit payments now going to persons 
out of jobs are running at a rate of nearly 
$1,800,000,000 a year. Special payments 
of $20 a week to unemployed veterans 
are flowing out at a rate of nearly $500,- 
000,000 a year. Unemployment-insur- 
ance benefits at a rate of $2,300,000,000 
a year, in total, are easing the problem. 

Nationalization of unemployment in- 
surance will be demanded by President 
Truman in any plan to deal with the job 
problem. At present, each State has its 
own insurance system, with its own 
scale of benefits and its own reserves. 
By nationalizing the system, reserves 
could be pooled and benefits raised and 
made uniform. With $7,000,000,000 in 
available reserves and a tax system that 
could be utilized to increase the intake of 
the system, the National Government 
would have important resources for use 
in dealing with unemployment. 

Direct relief through State and local 
governments, sometimes referred to as a 
“dole,” is helping at this time to ease the 
blow for unemployed who are not cov- 
ered by insurance or are exhausting 
their benefits. Nearly 500,000 persons 
now are drawing relief, at a cost of 
nearly $300,000,000 a year. Mr. Tru- 
man wants Congress to permit the Fed- 
eral Government to contribute part of 
the cost of State and local assistance to 
unemployed persons. Congress, to date, 
is balking at this suggestion. 

Public works on a large scale will be 
recommended when President Truman 
does decide to recognize the unemploy- 
ment problem. Congress will be asked to 
authorize once again federal grants to 
States and local governments to help 
pay for building of schools, hospitals, 
other public buildings and to increase 
the grants for building of streets and 
highways. A public-works program prob- 
ably will be held back, however, until 
building costs decline more than they 
have declined to date. 

A WPA, with its work relief, is not 
now contemplated. 

Military spending on a scale greatly 
enlarged over that now requested also 
is not intended, as things stand. An arms 
program of very large size might appeal 
to Congress more than any other type of 
program, but the President’s economic 
advisers tell him that spending of this 
kind, on a scale greater than planned, 
would do less to strengthen the nation 
than an expansion of other facilities. 

The point at which the White House 
should parade out plans for dealing with 
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unemployment is an issue in dispute at 
present. 

Labor leaders are beginning to de- 
mand that the President act at once. 
They argue that, in reality, as many as 
10,000,000 persons already are out of 
work or working on time so short as 
not to provide subsistence. To arrive at 
this figure they take the 4,000,000 with- 
out jobs, add the other 4,000,000 work- 
ing half time or less and then add an- 
other 2,000,000 who are classified as 
employed but not working. This last 
classification, for the most part, is made 
up of individuals who are ill or on vaca- 
tion or who are temporarily furloughed 
without loss of job. In July of this year, 
the number of persons listed as having 
jobs but not working probably will ap- 


THE UNEMPLOYED 
... one in 16 


proach 7,000,000, owing to the concen- 
tration of vacations in that month. 

Economic advisers to the President 
are divided in their views of what should 
be done at this time. One group joins 
labor leaders in urging immediate action 
by the Government to do something di- 
rect about unemployment. Another group 
advises slow motion. Its members argue 
that, after its inflation spree, the country 
must go through some hard times for its 
own good. They want prices to slide 
lower before Government undertakes to 
stabilize the level of jobs. 

Mr.- Truman, to date, is siding with 
the advisers who want to weather at 
least part of this adjustment period “the 
hard way.” The President is told that an 
effort to assure full employment before 
more wind is squeezed out of the eco- 
nomic system and before prices are put 
through their test would be a very costly 
venture and one that would put a fur- 
ther strain on Government credit. 


—————, 


Unemployment, when it passes 5. 
000,000, however, is expected to forge 
some new action by the Government. At 
that time the total of unemployed and of 
persons working less than half time jg 
likely to exceed 9,000,000 and to be 
approaching 10,000,000. It is regarded 
as doubtful if an Administration in ¢op. 
trol of the White House and of Congress 
could accept a job problem of that size 
with an election approaching, and not 
try to do something about it. 

Several reasons underlie the belief of 
Government officials that another 1,000. 
000, added to those in the jobless ranks 
will force the hand of the President. 

Unemployed, in larger and large 
numbers, are using up the benefits to 
which they are entitled under unemploy. 
ment insurance. 

Relief funds available to States and 
local governments are under strain nov, 
Under any more weight, they may crack 
in many cases. When that happens, pres. 
sure will grow to shift the burden to the 
Federal Government. 

Insurance for most veterans, the $20 
a week for 52 weeks, expires July 25. 
The prospect is that Congress will extend 
this special insurance, but many vet- 
erans already have exhausted its benefits, 
Large unemployment among _ veterans 
will lead the White House and Congress 
to devise some plan for relief. 

Areas of trouble are spreading s 
that more and more members of Con- 
gress are coming under pressure to do 
something about unemployment. In 
Rhode Island, one out of four workers 
is out of a job. Throughout the rest of 
New England, the number of unem 
ployed ranges from 8 to 14 per cent 
In California, more than one out of 
every 10 workers is unemployed. I 
Altoona, Pa., more than 10,000 workers 
were affected when railroad car and 
locomotive shops were shut down. In 
Ohio, cutbacks in appliance and _busi- 
ness-machine factories have created 
pockets of unemployment. As steel slows, 
the Chicago and Pittsburgh areas wil 
be affected. In the South there are areas 
of unemployment in textile and _ steel 
centers. 

The rising trend of unemployment, 
however, is not expected to bring a re 
turn of a problem as great as that of pre- 
war times. Before the war, 8,000,000 
were unemployed out of a labor force 
of 56,000,000. Outside estimates are 
that at its worst the unemployment 
problem will involve no more than 6; 
000,000 out of a labor force of nearly 
64,000,000. 

A problem of that size, while not as 
large as the prewar problem, will be 
large enough to stir political reaction 


‘and result in attempted Government 


remedies. 
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BUSINESS‘S VIEW: REBOUND IN ‘50 


Reported from CHICAGO 


Looking ahead, businessmen 
see things on the downgrade for 
another year. Rebound, in 1950, 


ill stop short of 1948 highs. , 
i lines are near bottom Present Drop Compared With Previous Slumps 


now. Troubles may come for (1935-39 =100) 
autos, steel, farm-machinery in- 
dustries, some others. 

Outlook is that slump, at bot- "19 ig 
tom, will be milder than those of bye 


0 To To 
‘20s and ‘30s. Recovery is ex- 4 1921 y 4 1930 3 q@ 1938 ® a To...) 
pected to be under way by elec- 
tion time, 1950. 


Among businessmen in major indus- 
tries, where wrong calculations cost 
money, the feeling is quite general 
that the recession under way has about 
a year more to run. Much of the decline 
in output of goods already has oc- 
curred. A sharp new decline is looked 
for in July when vacations and pos- 
sible big strikes will slow activity. 

There is beginning to be some feeling, 
as things slide faster, that the country is . 
heading into real depression. This, how- 
ever, is a minority opinion and one not 
held by most of the economists whose 
job it is to help industry appraise the 
future. The view that underlies most 
decisions now being made in business 
is that activity will decline, from the 1948 (4th Quarter) 
top, by 15 to 20 per cent. A decline of 
11 per cent already has occurred on the : 15” 
official index of industrial production. : 

As business declines, unemployment Decline 
will grow. Decline in business activity ; 
is to put pressure on prices, so that busi- 
nessmen will be pressed, in turn, to re- 
duce their costs. Cost cutting, in a time 
when wage levels are rigid, calls for more 
economy in the use of labor. Forces now 
being applied are expected to result in 
substantial new increases in unemploy- 
ment during months ahead. It will not be 
surprising if as many as 6,000,000 are out 
of work late this year. (See page 11.) 

At some time in first half, 1950, if 
most business appraisers are correct, ° 
things will start to pick up. At its bottom, Decline 
the setback of 1949-50 probably will 
_ been less severe than the setbacks 
of 1920-21, 1929-30 or 1937-38. The A 
recovery, when-it comes, is not expected Decline 
at any early time to get back to the boom 
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levels of 1948. Trade volume that may 
decline 15 per cent is expected to stabi- 
lize 5 to 10 per cent below 1948. Produc- 
tion, if it declines 20 per cent at the out- 
side, may come back to a level around 
10 per cent under the postwar peak. 
Prices, however, would stay down. 

The trends at the moment definitely 
are down. Steel and automobiles have 
done much to keep the economy oper- 
ating at top speed. Now steel is sliding. 
The machinery industry, which had held 
high at the start of the year, was first to 
turn down sharply. Next will come auto- 
mobiles. 

Automobiles will be the last key in- 
dustry to join the procession down. That 
industry then is expected to be the first, 
or nearly first, to lead the later recovery. 
What is expected here is a production 
cut of 15 to 20 per cent in cars before the 
adjustment ahead is completed. That 
curtailment would reduce car and truck 
production from a recent rate of about 
6,000,000 a year to between 4,500,000 
and 5,000,000 units. Car production, 
when business rebounds, may stabilize a 
little above the 5,000,000 level, with 
some opinion that it may even set new 
records. 

Average production of automobiles 
from 1937 through 1941 was 4,037,000 
units a year. A major supplier of parts 
“did very 
well” in 4,000,000-car years and could 
be quite happy if the annual output 
should hold around 5,000,000. 

Steel production, which has been 
falling slowly for many weeks, is to fall 
sharply whenever auto orders are cut. 
Other users have cut orders quite dras- 
tically. When the heavy cuts do hit steel, 
an operating rate of between 60 and 70 
per cent may be reached, compared with 
87 per cent as the recent low point. 

When auto production rises again next 
spring, the steel business is expected to 
reflect the upturn. A postrecession oper- 
ating rate of 75 to 80 per cent is being 
estimated for steel. By prewar standards 
that would be high and profitable. Right 
now, many steel buyers are holding off 
until the price situation clears up. Steel 
prices, however, will not be set until 
wage and pension issues are settled 
with labor. 

While automobiles and steel are just 
moving into their adjustments, some other 
industries are far along with theirs. 

Textiles, both cotton and wool, are 
back to prewar levels of production on a 
per capita basis and appear to be due 
for a rebound before too long. Some 
executivés in the textile industry, how- 
ever, expect something of a secondary 
slump when steel and automobiles turn 
down and unemployment rises further. 

Home-appliance industries, too, 
have been very hard hit. A rather be- 
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remarked that his company 


wildering procession of cut-price sales has 
caused many consumers to hold off. A 
major manufacturer now looks for a 
gradual stabilizing as distress merchan- 
dise is cleared and new “economy models” 
appear. An upswing in demand is ex- 
pected late this year. 

Farm machinery, quite strong up to 
this point, shows signs of a turn down. 
Output is to be 15 to 20 per cent smaller 
in the second half of this year than in the 
first half. This industry is reasonably 
optimistic about 1950 and later. 

Makers of heavy electrical machinery, 
such as power generators, are well booked 
quite far ahead. New machinery of the 
labor-saving type, too, is in strong de- 
mand. But there is a tendency in many 
machinery lines to wait for lower prices. 
Railroads are holding off equipment or- 
ders, often waiting on price adjustment. 
New orders for freight cars have about 
disappeared. 

Building-equipment industries seem 
set for a fairly good year. There are some 
cutbacks in plumbing and heating sup- 
plies, but remaining volume is considered 
good. 

Elsewhere the outlook is mixed. Oil 
refineries are slowing operations some- 
what, due to slackened demand and large 
stocks. In furniture, there are signs that 
demand is leveling off after a sharp 
decline. Television is due to rise to new 
highs. 

Trade is to suffer much less than 
manufacturing in the adjustment that 
now is under way, in the opinion of the 
authorities in this field. Big retail and 
mail-order chains expect autumn sales to 
be about 10 per cent smaller, in physical 
volume, than those of 1948. In dollar 
totals the drop may be nearer 15 per 


—General Motors 
AUTO PARTS 
. . « high-cost producers face trouble 


cent. Some further decline in unit 
is looked for early in 1950 before a 
upward again appears. Retail trade, g 
on the basis of most pessimistic appr 
als, is expected to be very good in} 
period ahead by any standard of § 
past, other than that set in 1948 y 
anything sold at almost any price, 

Construction is to continue its gm 
ual slowdown, if most judges of the 
dustry are correct. Public construe 
may enjoy a spurt in 1950 when & 
gress gets worried about unemplo mey 
Industry, however, is revising downw 
its plans for construction. The bui 
of new stores has slowed and ther 
sharp curtailment in construction of 
dences. 

Costs of building are coming ¢ 
slowly. The average decline in the € 
cago area is 5 to 10 per cent ong 
houses. With the cost trend downyw 
builders and buyers are tending to} 
back, hoping to build or buy 
cheaply. 

Prices, as a whole, are decliningsl 
at a slow pace. It is becoming obvi 
that price adjustment will run sevg 
more months. Big buyers in most jj 
are holding back, insisting on price @ 
cessions. Manufacturers, in turn, arep 
ting pressure on their suppliers of @ 
materials and of parts. 

The resulting adjustment in 
lines, including appliances, tires, radif 
furniture, is quite far advanced. In som 
others, such as steel, automobiles af 
farm machinery, reductions are limi 
It is improbable that a turn upward ¥ 
occur until there is a more definite § 
of the existing levels of price. 

The turn in business is painful to 
cost producers. Some automobile-p 
manufacturers, who turned to processill 
their own steel, as an example, now 
beginning to shut down these high-¢ 
operations. There are numerous failul 
of inefficient producers of parts fort 
home-appliance and some other ind 
tries. The trend, as a result, is to 
fewer units in industry. 

Unemployment, except in New En 
land and on the West Coast, has be 
quite small up to the present. In @ 
Midwestern industrial region, there ha 
been few large layoffs outside of Oh 
When steel and then automobiles s 
to do serious cutting, however, uné 
ployment will rise rapidly. 

When unemployment begins to be 
problem, the country will becom 
strongly aware of the recession. Few € 
pect the recession this time, however, 
result in an unemployment problem 0 
size that would return the Governmé 
to large-scale experiments in econom 
planning. Businessmen expect electi 


‘year 1950 to be one of recovery in 


second half. 
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Look at Levelcoat... 
for brightness 


Eye it. See how the use of specially 
selected clays gives sparkling surface 
brilliance to Levelcoat * printing paper. 
Print with it! Picture type and illus- 
tration in the brightest looking book 
you've ever produced —on a back- 
ground of Levelcoat luster. 


t PAVE >, 
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Look at Levelcoat... 
for smoothness 


Let Levelcoat show you how swan- 
smooth a paper surface can be. You'll 
discover a satiny coating flowed on 
with watchmaker precision —a smooth- 
ness which makes beautiful kiss- 
impression printing both easier to 
produce and more certain in effect. 


hy 
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Look at Levelcoat... 
for printability 


The press itself can prove to you the 
outstanding printability of Levelcoat. 
On your next printing job, test the 
uniformly smooth performance of this 
distinctive paper. You'll be happy 
with the results, pleased that you 
gave your printing the Levelcoat lift. 


Illustrated here is a typical use of Levelcoat*, not an actual booklet. 


Levelcoat* printing papers are 
made in these grades: Trufect*, 


Multifect*, and Rotofect*. 
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TALY is taking pride in that magic word, 
I “Ready.” Italy wants visitors and is ready to 
welcome them, whether they choose Spring, 
Summer, Autumn or Winter. There is so much 
to see and do in this lovely land that the word 
“season” has lost its meaning. 


Why not go this Autumn and enjoy a wider 
choice of accommodations? American Export 
offers the ideal route with its popular new 
“4 Aces,” setting new high standards in comfort, 
pleasure and safety. Fortnightly from New York 


to Italy and the Mediterranean. 
Also modern American liner LaGuardia in 
monthly service direct to Naples and Genoa. 
* * * 


Coming in the Fall of 1950—new 20,000-ton, 25- 
knot “Independence” and “Constitution,” with the 


THRILLING CLIMAX TO YOUR MEDITERRANEAN new "4 Aces” forming the only transatlantic fleet 
TRIP ON FINE AMERICAN EXPORT LINERS... of completely air-conditioned passenger vessels. 


es . Pe. a 


Playtime at Lake Como—one of Italy’s favorite resorts. 


The quaint village of Portofino delights every visitor. 


Color photographs by Ivan Dmitri 


MODERN AMERICAN LIVING AT SEA 


For further information ask your Travel Agent or 
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ANGLES IN ANTITRUST LAWS 


Court Rulings Puzzle Business, Congress 


Keeping up with the antitrust 
laws is getting harder. Court rul- 
ings keep altering the ‘‘do‘s’’ and 
“don't's’’ for business. 

Decisions on filling-station 
contracts, on movie chains, on 
pricing systems are upsetting 
dealer arrangements for many. 

Congress is concerned, too. A 
general overhauling of antitrust 
laws may be advanced as the 
best way to end confusion. 


Businessmen, Congressmen and 
even judges are becoming tangled up 
in an effort to understand what the 
antitrust laws mean. 

Businessmen aren’t quite sure how they 
can price their products and Congress is 
trying to write a law that will tell them. 
Motion-picture com- 
panies have been 
told that they should 
not own a string of 
theaters, but oil 
companies now are 
advised that perhaps 
they should add to 
their strings of fill- 
ing stations. 

This confusion 
stems from a series of 
Supreme Court deci- 
sions in antitrust 
cases. Seldom are 
these decisions unan- 
imous. The nine Jus- 
tices argue strongly 
and disagree heatedly on each issue. The 
result has been a series of closely decided 
cases that have outlawed established 
pricing systems and now threaten to up- 
set many dealer arrangements. 

Congress also has been brought into 
the picture. One bill now pending would 
permit basing-point prices to be restored. 
Another would prevent one corporation 
from buying the assets of another corpor- 
ation if a trend toward monopoly is 
suspected. And, finally, the House Judi- 
ciary Committee plans to start hearings 
to study the effects of antitrust laws, as 
now applied, on the whole structure of 
American business. 

The pricing bill, sponsored by Sen- 
ator O’Mahoney (Dem.), of Wyoming, 
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is designed to remove the confusion 
created when the Supreme Court ruled 
against basing points. Basing-point de- 
cisions appeared to many businessmen 
to be so far-reaching that the only choice 
left was to quote prices at the plant and 
require customers to pay delivery costs. 

The O’Mahoney bill would permit 
producers to quote delivered prices and 
to absorb freight costs to meet a com- 
petitor’s price. A Chicago steel company, 
for example, could quote the same price 
for steel delivered in Denver as a Colo- 
rado steel producer. This bill, however, 
has aroused some fear in Congress that 
the Robinson-Patman Act will be weak- 
ened. That Act prohibits a seller from 
granting one customer a more favorable 
price than another customer. Its aim is 
to see that small businessmen can buy 
goods on equal terms with large enter- 
prises. 

The Federal Trade Commission ad- 
vises that Congress soon must make a 
basic choice in regard to price discrimi- 
nation. Either Congress must favor un- 
restricted price competition, where little 
businesses may be hurt, or protect small 
businesses against the buying advantage 
that large-quantity purchasers have. 
“Whatever choice is made,” says the 
Commission, “some competition will be 
weakened and other competition strength- 
ened.” 

Selling practices of many industries 
come under fire in the Supreme Court’s 
5-to-4 decision involving Standard Oil 
Co. of California. (See page 48.) This 
decision outlawed contracts of Standard 
with service-station owners who agreed 
to handle only the firm’s products. That 
decision, written by Justice Felix Frank- 
furter, is held by Justice William O. 
Douglas to threaten the existence of 
thousands of independent service-station 
owners. And Justice Robert H. Jackson, 
in another dissent, contends that the 
contracts very likely may have increased, 
rather than decreased, competition in the 
oil industry. 

The oil industry is not the only industry 
expected to be affected by this decision. 
The Justice Department has filed a case 
against exclusive-dealing contracts of 
farm-machinery producers. Similar sales 
contracts are used in the building-mate- 
rials industry. Also, industries cannot be 
sure that, if they set up their own systems 
of retail outlets, they will not be prose- 
cuted under the antimonopoly provisions 
of the Sherman Antitrust Act. The motion- 


picture industry was prosecuted and 
convicted for precisely that. 

Industrial mergers provide another 
issue that is before Congress. The Fed- 
eral Trade Commission long has sought 
authority to prevent mergers accom- 
plished when one corporation buys the 
plant, supplies, equipment and good will 
of another industry. 

Senator Kefauver (Dem.), of Tennes- 
see, is sponsoring a bill that would give 
the FTC that authority. Purpose of this 
bill is to prevent a trend toward monopoly 
through the absorption of smaller com- 
panies by larger firms. 

Antitrust policies now applied or pro- 
posed are running into more conflicts. 
The O'Mahoney bill is aimed at provid- 
ing more price competition in industry, 
but the Robinson-Patman Act is aimed 
at limiting price competition in order to 
protect small business. The Kefauver bill 
is designed to limit the growth of large 
corporations, but the Supreme Court de- 
cision in the oil case appears to encour- 
age producer expan- 
sion in the retail field. 

These conflicts 
and apparent incon- 
sistencies in the 
antitrust laws are 
expected to be aired 
when the House Ju- 
diciary Committee, 
under Representative 
Celler (Dem.), of 
New York, opens 
hearings on July 11. 
Present plans call 
for a study of all 
laws affecting anti- 
trust policy and an 
examination of court 
decisions that interpret those laws. The 
Committee intends to get the views of the 
Justice Department, the Federal Trade 
Commission and other Government agen- 
cies, and the views of industry. Officials 
of companies that have been judged 
antitrust violators also will be heard. 

In fact, the opinion seems to be spread- 
ing in Congress that some rather exten- 
sive overhauling of antitrust laws may be 
necessary to fit them into present condi- 
tions. This opinion also is getting support 
from businessmen, confused by present 
applications of the law, and from some 
judges. Justice Jackson has said, “The 
judicial process is not well adapted to 
exploration of such industry-wide, and 
even nation-wide, questions.” 


MR. DOUGLAS 
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Farmers Ready to Be Told 
How Much Wheat to Plant 


Reported from 


Out in the country, where another 
big harvest is under way, farmers are 
expressing the opinion that this is to be 
their last year out from under strong 
control by Government. 

Before another harvest rolls around, 
the individual farmer expects to be told 
how much wheat he can sell and, per- 
haps, how much corn he can market 
as grain or in the form of livestock. 
Farmers, in fact, have received official 
warning that Government intends to tell 
each producer how much wheat he 
should plant this autumn. 

Real controls about which farmers 
now are talking will require a vote of 
growers themselves before they are ap- 
plied. But the farmer who is beginning 
to face up to the alternatives confront- 
ing him appears, as a rule, to be ready 
to accept controls. 

Wheat provides an example of crop- 
surplus problems now developing in 
grains and in cotton. Officials think that, 
despite recent unfavorable weather, a 
near-record supply of 1,500,000,000 
bushels of wheat will be on hand for the 
crop year that begins July 1. With that 
supply, they cannot figure where there 
is a need for much more than 1,000,- 
000,000 bushels from the crop that is to 
be harvested next year. To stay within 
that limit, farmers would have to seed 
about 23 per cent fewer acres to wheat 
this autumn than they planted last 
autumn. 

This is the situation that wheat farm- 
ers are discussing. Under present law, 
they can vote to accept controls and, in 
return, get a guarantee of a relatively 
high price from Government. Or they 
can reject controls and risk letting wheat 
prices fall sharply, on the chance that 
lower prices will discourage wheat plant- 
ing the following year and lead to higher 
prices later. Experience indicates farmers 
will accept strong controls in preference 
to the prospect of lower prices. 

What is to happen, once the law 
gets fully into operation, can best be 
seen by looking at the problem of the 
individual grower. A typical farmer, for 
the central part of the country, has about 
360 acres of land, planted largely to 
wheat. He looks for a good yield, per- 
haps 17 bushels to the acre. 

On this big crop, the farmer gets 90 
per cent of “parity,” which means he can 
store his wheat and get a Government 


18 


KANSAS CITY 


loan of about $2 a bushel. If storage is 
scarce, as he expects it to be, he can 
store his wheat on the ground for a time 
and get a loan while he builds storage 
on his farm. Or, if he prefers, Govern- 
ment will sign an agreement to buy his 
wheat later for $2 a bushel, even if wheat 
prices drop well below that level. He 
isn’t worried much about the return from 
his 1949 crop. 

Planting of a new crop, however, fol- 
lows harvesting of the old. And the 
farmer needs to know soon how much 
he is going to plant this autumn. He 
must consider, too, the price support he 
wants from Government in 1950 and the 
controls that he is willing to accept to 
get that support. If Government does not 
set any limit on the amount of wheat he 
can sell next year, his support price will 
be about 60 per cent of parity, under 
present law. If marketing controls are 
ordered, they must be approved by at 
least two thirds of the voting farmers to 
become effective. With approval of con- 
trols, the wheat grower gets a support 
price of about 72 per cent of parity. But, 
if controls are disapproved, he gets only 
50 per cent of parity. 

For the typical farmer, disapproval 
of controls probably would cost about 
$1,000 or more on his 1950 crop. The 
chances, based on experience, are strong 
that he will vote for controls. 


—————— 


Exact limits then will be set on the 
amount of wheat each farmer will be al. 
lowed to market. What this will tend to 
do, on the basis of experience, is to 
establish a vested interest for old pro- 
ducers and to set a limit on the sale 
value of each farmer’s land. 

The amount of wheat each farm has 
produced in the past will determine how 
much wheat it will be allowed to pro. 
duce in the future. Some adjustments 
however, will be provided. The farmer 
who has not grown wheat on his farm 
recently, and so has no record on which 
to base his allowance, will have to ask 
his county production and marketing 
committee for an acreage limit. And the 
farmer who has been planting more 
wheat in the last year or two than he 
did five years ago will get an allowance 
that partly, but only partly, reflects his 
increased planting. So will farmers in 
States where wheat production has in. 
creased abnormally in recent years, as 
cotton production has increased in Cali- 
fornia and West Texas. 

Even so, most farmers are expected to 
go along with controls, to plant within 
their official limits and to market only 
their quotas. The farmer who plants 
more than his allowance must pay a 
stiff cash penalty when he sells his 
wheat. Or he can store his excess wheat 
under seal and promise not to market it 
for a time. Until he does one of these 
things, his entire crop is under a Govern- 
ment lien. 

These are the controls that farmers in 
this area are facing as they harvest what 
may be the second-largest wheat crop in 
history. They are, in general, the same 
controls that producers of peanuts and 
tobacco already have, and that growers 
of corn, cotton and rice expect later. 





SHOCK OF WHEAT 
«+. surplus crops or controlled crops? 
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ZOOMING COST OF SOCIAL AID 


13 Billions—5 Times Prewar—and Going Up 


Social security, private and pub- 
lic, is taking $13,100,000,000 a 
year now, nearly five times the 
top cost under the New Deal. 

Federal cost is only part of the 
total bill. Private-industry pen- 
sions, injury benefits are added 
on. So are State and local plans 
for aiding the aged and needy. 

Welfare bill can go higher as 
times get harder. 


Cost of protecting individuals against 
the hazards of life—assuring social se- 
curity—is skyrocketing. That cost al- 
ready is nearly five times the prewar 
amount. 

The annual bill for private and public 
social security, at this stage, exceeds 
$13,100,000,000. Twenty years ago, 
that bill was $1,200,000,000. Ten years 
ago, after New Deal plans had been laid, 
it was $2,900,000,000. 

Postwar plans for more security, to be 
pushed in time of business setback, would 
raise the total security bill to about 
$17,000,000,000 next year, for example. 
That sum is equal to more than one fifth 
of all personal income in 1940, consid- 
ered a fairly prosperous prewar year. 

The Pictogram on pages 20 and 21 il- 
lustrates the rise occurring in dollars 
paid out to assure people a certain stand- 
ard of living even when, for one reason 
or another, they are not working. 

The billions of dollars flow out each 
year to the aged, to widows, orphans 
and the blind, to veterans, the unem- 
ployed and others. Spending for their 
aid has multiplied during war and the 
postwar period of prosperity and full 
employment. During deflation and hard- 
er times, the spending is expected to go 
on rising, maybe faster than before. 

Private industry, to show the trend, 
is adding greatly to the bill it assumes 

to protect workers against life’s hazards. 
Private pension plans cost industry only 
$128,000,000 in 1929. A decade later, 
less than a 2 per cent increase had oc- 
curred. But, after the war, welfare plans 
caught on fast with workers and unions. 

Coal miners got a welfare fund that 
brings in $100,000,000 a year. The idea 
spread. By mid-1948 employers had 
signed up for welfare plans that covered 
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SOCIAL SECURITY IN ACTION 
Dollars flow out to the aged, to widows, veterans and the unemployed 


more than 3,000,000 workers—about 
doubled in a year. Costs jumped, and in 
1949 industry will pay out $1,245,000,- 
000 for its own welfare arrangements. 
Workmen’s compensation for injuries on 
the job, the first phase of social security, 
will add another $586,000,000 this year 
to the price of industry’s social security. 

States, counties and cities paid 
$218,000,000 for social aids in 1929. 
This year their bill comes to about $2,- 
800,000,000, or 13 times as much. About 
half of the dollars go to the needy aged, 
the blind and needy children under 18— 
people who get special help under a 
program started in 1936. The Federal 
Government pays about 40 per cent of 
the money for this aid. 

Veterans’ benefits, payments to charity 
institutions, local relief, pensions and sick 
pay to public employes also boost social- 
aid costs for States and cities. The total 
for these purposes is around $1,400,000,- 
000 in 1949. 

Federal social security, however, 
costs the most and is growing fastest. 
Laws already on the books will result in 
a Treasury outlay of $8,499,000,000 in 
1949 for social security—15 times the 
amount paid in 1929. 

Before the New Deal, federal experi- 
ments in social insurance were limited to 
a pension system for U.S. workers and 
life insurance for veterans of World 
War I. Costs of both activities came to 


$44,000,000 in 1929. But in 1936 the 
first of the big social-security projects 
began. About $95,000,000 was spent 
that year from social insurance funds. 
Three years later, benefits paid from 
social-insurance funds were up to $696,- 
000,000 a year. In 1949, benefits will 
amount to $3,615,000,000. 
To show where the money is going, 
and what individuals get, in more detail: 
Unemployment pay is the most ex- 
pensive benefit. About $2,500,000,000 
a year is being paid out to unemployed 
workers, through State unemployment 
insurance, railroad unemployment insur- 
ance and the special benefit for veter- 
ans of $20 a week. The Administration 
wants to extend unemployment insur- 
ance to more workers, and raise benefits 
to $30 a week for single persons, $45 a 
week for those with three dependents. 
These higher benefits, if granted, will 
add at least 15 per cent to unemploy- 
ment-pay costs in any future year. Since 
unemployment pay amounts to several 
billions a year now, when jobs are rela- 
tively plentiful, expenditures may go up 
to $5,000,000,000 or more in a recession. 
Veterans’ pensions and military re- 
tirement pay have been running around 
$2,000,000,000 a year. But the full effect 
of liberalized rules on pensions for wid- 
ows of World War I veterans is only be- 
ginning to show up. Congress is consid- 
ering an old-age pension for World 
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War I veterans, too. Military pension 
costs may rise for many years. 

Old-age pensions and allowances to 
widows and children of workers with 
federal social insurance are not so costly 
now. The bill in 1949 is about $620,000,- 
000. But eventually these pensions will 
cost more than any other phase if cover- 
age is extended to all workers, as sug- 
gested, Also, plans are to raise maximum 
benefits of survivors from $85 to $150 a 
month and give a typical old-age pen- 
sioner, who has been getting $28 a 
month, a raise up to $46 a month, for 
example. Women would be made eligible 
for pensions at age 60. Costs of pensions 
will double, if these plans go through. 

By 1960, according to one study, old- 
age and survivors’ insurance outlays will 
be around $5,000,000,000 a year at least, 
if coverage is broadened as requested. 

Other benefits, new kinds, are be- 
ing pushed despite rising costs for exist- 
ing plans. Health insurance is one new 
proposal. Cost is estimated at $6,000,- 
000,000 a year. 

Disability pay, for workers sick more 
than a week, is another new benefit now 
being suggested. The cost is estimated 
at $1,000,000,000 a year, to be defrayed 
by another pay-roll tax. 

Altogether, comprehensive social se- 
curity of the type now proposed would 
result in a federal expenditure of $21,- 
000,000,000 a year, eventually. A 10 
per cent tax on pay rolls, with an addi- 
tional contribution by the Federal Treas- 
ury from general tax revenues, would be 
required to finance such a system. On 
top of that would be the costs of spread- 
ing private social-insurance plans, and 
State and local relief, bringing estimated 
annual costs to $25,000,000,000 plus. 

For individuals, suggested plans add 
up to an offer of security from the cradle 
to the grave. Most risks of life are to be 
guarded against—illness, unemployment, 
loss of the family breadwinner, old age. 
But facts show that costs will be high. 

Some people stand to benefit more 
than others, especially those who can 
pyramid returns under a number of se- 
curity plans. A 65-year-old coal miner, 
for example, could get up to $166 a 
month in pensions now, if he gets the 
maximum from federal old-age insurance 
and the coal miners’ welfare fund. Under 
the proposed new scale of security pay, 
his federal pension could rise another 
$52.13 a month, bringing his total pen- 
sions to $218.13 a month. Average earn- 
ings for full-time workers in the soft-coal 
mines this spring were about $275 for 
four weeks’ work. 

The appeal of welfare and security 
plans, state guaranteed, is world-wide. 
All countries are trying it. The U.S. is 
beginning to spend more than most peo- 
ple realize on its experiments in that line. 
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Pictogram 








Source: Commerce Dept., 1929 and 1939 
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Communist Hunt Is Spreading 
Who's Being Investigated by Whom, and Why 


Box score on spy trials, Com- 
munist hunts, shows this: 

Three courts are trying Com- 
munist party leaders, the Judith 
Coplon spy case, the Hiss-Cham- 
bers perjury case. 

Congressional committees are 
investigating un-American sus- 
pects, checking textbooks, dig- 
ging into atomic-energy security. 

Some State legislatures are 
investigating on their own. 


The attack on U.S. Communists, 
past and present, is beginning to take 
on the aspects of a five-ring circus. So 
much is going on that people are bewil- 
dered, unable to keep track of all parts 
of the show at once. There is no ring- 
master to announce the main events 
and identify headline performers. 

Congress is investigating Communists 
and their sympathizers. The Justice De- 
partment is driving hard against party 
members and their helpers in Govern- 
ment and out, with three topflight court 
trials of alleged Communists and spies 
going on at once. State legislatures are en- 
acting laws against Communists and 
Communism. At least five States have au- 











thorized or conducted investigations, 
most of them aimed at finding Commu- 
nists in schools and colleges. All sorts of 
loyalty oaths and tests are set up for 


federal and State employes and teachers. 


Out of this mass of activity comes a 
jumble of headlines. Dozens of promi- 
nent persons have been called Commu- 
nists or sympathizers, directly or by in- 
nuendo. Vehement denials are being 
made, with at least one demand that the 
Federal Bureau of Investigation apolo- 
gize for insinuations against a housewife. 
Scientists and top Government adminis- 
trators are accused and defended. There 
have been sudden deaths and suicides. 
Alien Communists are being rounded up 
for shipment abroad. And a few, like 
Gerhart Eisler, have fled. 

All the furor has sprung up around a 
reported 74,000 members of the Commu- 
nist Party in the United States. Some 
estimates fix the number of Communists 
and their sympathizers at a little more 
than 100,000—or about one for every 
1,500 persons in the country. The im- 
pression seems to be developing, how- 
ever, ‘that most party members are in 
key jobs, or are either teachers or spies. 

To try to throw some light upon the 
real situation, here is a sketch of the main 
lines of anti-Communistic action that are 
being taken in Congress, in the courts, 
in the Justice Department and in the 
State legislatures. 


A CARTOON COMMENTARY ON TRIALS AND INVESTIGATIONS 








In -Congress, committees search 
for signs of Communism, look for weak. 
nesses in atomic defenses and try to 
bolster the laws against Communism. 

The Un-American Activities Com- 
miftee of the House, oldest of the con- 
gressional hunters for subversive men and 
agencies, is turning to a search of text- 
books used in schools and colleges, A 
Committee official says it has reports that 
some of these books contain Communist 
propaganda. The Committee has asked 
71 colleges and groups of school officials 
in six States to send lists of their books. 

This Committee has been investigating 
subversive activities since May, 1938. Be- 
fore the war, under the leadership of 
Representative Martin Dies, a Texas 
Democrat, it hunted Nazis as well as 
Communists. After the war, under Re- 
publican direction, it turned to an all- 
out search for Communists. It filled front 
pages with spy stories. Now, back under 
a Democratic chairman again, it is con- 
tinuing the Communist chase. 

The Atomic Energy Committee, 
made up of members from both houses of 
Congress, is giving the entire atomic pro- 
gram a going over. Here, Senator Bourke 
B. Hickenlooper (Rep.), of Iowa, is mak- 
ing a hot attack upon the policies of 
David E. Lilienthal, Chairman of the 
Atomic Energy Commission. He charges 
Mr. Lilienthal with mismanagement of 
the program. There are hints about Mr. 
































—Bimrose in Portland Oregonian 


‘NOW AND THEN A NUGGET’ 
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—Dowling in New York Herald-Tribune 


*KNEE-DEEP IN JUNE’ 





—Herblock in Washington Post 
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Lilienthal’s friends, stories about missing 
uranium and the shipment of atomic ma- 
terials abroad. Fate of AEC is at stake. 

Dr. J. Robert Oppenheimer, one of the 
scientists who led in development of the 
atom bomb, now chairman of the Gen- 
eral Advisory Committee of AEC, de- 
fended Mr. Lilienthal. He said no im- 
portant material has left the country. 

The Judiciary Committee in the Sen- 
ate is working on legislation to make 
Communist operations more difficult and 
to tighten the Immigration Act to keep 
subversive aliens out of the U.S. 

In the courts, one case is pending 
that—if it follows the course it has taken 
up to now—will make clear the power of 
congressional committees to require wit- 
nesses to answer questions about their 
political affiliations. Three other big 
cases have worked their weary way 
through the courts. 

Ten Hollywood writers were cited 
for contempt by the House Un-American 
Activities Committee for refusing to say 
whether they were Communists. They 
were convicted. Two appealed. Sen- 
tences of the others were held pending 
the outcome of the appeal. A circuit court 
of appeals now has ruled that a congres- 
sional committee can require subpoenaed 
witnesses to say whether they are Com- 
munists. The case is moving on to the Su- 
preme Court. If the decision is upheld, 
committees will have a new weapon. 

The Hiss trial grew out of testimony 
before the House Un-American Activities 
Committee in last year’s spy hearings. 


Whittaker Chambers, a magazine editor , 


who said he had worked as a Communist 
spy before the war, declared he had got- 
ten some State Department documents 
from Alger Hiss, then a trusted official of 
the Department. 

Mr. Hiss denied the charge and sued 
Mr. Chambers for slander. Mr. Chambers 
then produced copies of various State 
Department documents — some from a 
pumpkin on his farm—that he said had 
been given to him by Mr. Hiss. Again, 
Mr. Hiss voiced a denial, before a grand 
jury, and was indicted for perjury. Dur- 
ing the trial of Mr. Hiss, Mr. Chambers 
admitted that he had perjured himself 
seven times before the same grand jury 
that indicted Mr. Hiss. 

In the Coplon trial, a Justice De- 
partment employe, Judith Coplon, was 
accused of taking secret papers from the 
Department’s files and turning them over 
to a Russian friend, Valentin A. Gubit- 
chev, with whom she was arrested in 
New York. He was an employe of United 
Nations but was discharged immediately. 

Against the wishes of John Edgar 
Hoover, head of the FBI, the data slips 
that the FBI said were in Miss Coplon’s 
purse when she was arrested were 
brought into evidence in the trial. They 
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were shown to be allegations about well- 
known persons in Hollywood and else- 
where, FBI informants had called these 
persons Communists. Those involved in- 
dignantly denied they were Communists. 

Eleven Communist leaders were put 
on trial in New York on charges of con- 
spiring to teach and advocate violent 
overthrow of the Government and of be- 
longing as individuals to a party that 
worked toward that end. William Z. 
Foster, head of the party, had been in- 
dicted with the 11 but was held too 
sick to be tried at this time. 

The trial has run for months while the 
doctrines of the men were examined, pro 
and con. Picketing, challenges, orations 
and arguments kept the trial in headlines. 
Judge Harold Medina, after many warn- 
ings, jailed three of the defendants for con- 
tempt because of their conduct in court. 

The Justice Department is busy 
with other prosecutions. It is considering 
whether to prosecute a labor leader who 
resigned from the Communist Party to 
sign an affidavit that would get NLRB 
recognition for his union—but who said 
he still believed in Communism. 

The Department has convicted, tried 
or indicted 73 persons in the last year. It 
has found 3,278 deportable aliens, many 
of them Communists, whom it cannot 
send out of the U. S. because their home 
countries will not take them back. Of 
these, 2,147 belong to countries behind 
the Iron Curtain, and the Department 
says 2,079 came to the United States be- 
fore 1933. Deportation steps are being 
considered for almost 900 aliens. 

Loyalty investigations of 2,471,000 
federal workers or applicants have turned 
up derogatory information on 8,708. 
Some of these left the service while be- 
ing investigated, some were dismissed, 
and a few were prosecuted for making 
false statements to the FBI. 

In the States, all sorts of new laws 
are going into the statutes, investigations 
are being held and drives are under way 
against Communists in schools. 

A survey of State laws shows: 37 
States penalize advocacy in_any manner 
of the violent overthrow of government; 
14 States outlaw the Communist Party 
and its candidates; 13 States prohibit in- 
citement to insurrection; 16 States penal- 
ize any State employe for belonging to 
the Communist Party; 20 States require 
teachers to take an oath of loyalty; 33 
States ban display of red flags or symbols 
of individual belief in revolution. 

Investigations of one kind or another 
have been ordered by several States. 
Most of these have been aimed at schools, 
State universities and colleges. 

In California, an un-American activi- 
ties committee issued a 709-page report 
demanding tough laws and their enforce- 
ment against Communism. It listed sev- 


Y 
or 1) 





MISS COPLON & COUNSEL 
. a jumble of headlines 


eral hundred persons, many prominent, 
as “typical of the individuals within the 
various Stalinist orbits.” Loud denials 
arose from all over the State. 

The committee said Communist ac- 
tivity was inereasing in the schools and 
colleges. Teachers are required to take 
a loyalty oath in California. 

In Illinois, a legislative commission, 
after an investigation of two colleges, 
called for legislation to deny tax exemp- 
tion to colleges hiring professors who be- 
long to Communist or Communist-front 
organizations. Two members of the com- 
mission refused to sign the report. 

In New Hampshire and Washington, 
universities came under fire. Professors 
were fired as Communists at the Uni- 
versity of Washington. New York, New 
Jersey and Maryland set up stiff loyalty 
controls for teachers. And, in Texas, the 
legislature passed a resolution instruct- 
ing the presidents of State colleges and 
universities to investigate and expel all 
students found to be disloyal. 
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COMMUNIST CHINA: STILL HUNGRY 


Reported from SHANGHAI and PEIPING 


Most Chinese find little change 
after Communist victories. They 
are still hungry, ill clad, wonder- 
ing about the rent. 

Cities, under Communist con- 
trol, have the same police, same 
firemen, same bankers. Nearly 
everybody keeps his eld job. 

Big task for conquerors, still 
ahead, is to keep things steady, 
develop trade, find food sources 
for the vast, unwieldy public. 


Communists, taking over China, are 
not converting their new holdings into 
a typically Soviet country. Most 
Chinese are finding at this stage that 
life under the Communists goes on 
much as it did before. 

Old problems hang on, for the most 
part. Crime and official corruption, which 
flourished under Chiang Kai-shek, are 
curbed. But shortages of many essentials 
are severe and becoming worse. Poverty 
is just as deep and as widespread as 
before. Inflation, although not rising to 
the dizzy heights it reached under 
Chiang, still is a pressing problem. 

Communists now are in control of 
much of China’s most productive farm 
land. They hold the richest deposits of 
coal and iron ore and the principal in- 
dustrial centers. They rule six of the 
seven Chinese cities of 1,000,000 or more 
inhabitants, and they are taking more 
territory. In spite of this growing power, 
however, they are making no drastic 
moves toward socializing the country. 

People who have been running busi- 
nesses and industries and who have the 
know-how are continuing to run them, 
for the most part, but under Communist 
supervision. American managers and en- 
gineers are still on the job in U. S.-owned 
utilities. Farmers are keeping their 
farms; so far, there is little sign of taking 
over even the large estates. Trade with 
the U.S. and other countries outside the 
Soviet orbit is beginning to revive. 

The Soviet Russians who are on hand 
appear to be acting only as observers, 
without authority. The Chinese Commu- 
nists are directing their own show. And 
at this stage they are concentrating on 
getting things in hand and making the 
country run again after years of war. 
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The change-over is proving quiet 
and painless. There are few disorders 
and little looting and killing as rule 
passes from Nationalists to Communists. 

Once in control of a city, the Commu- 
nists are not inclined to fire experienced 
civil servants, managers, technicians and 
workers. Observers say that the Commu- 
nists want to avoid rocking the boat, that 
they realize most of them do not know 
how to run cities and businesses. 





are on a hand-to-mouth basis, since there 
are few dollars for use in buying jj, 
Still, service is about as good as anyone 
expected, perhaps better. At the same 
time, telephone and telegraph services 
are about back to normal. Even the rail. 
ways, damaged during the long war, are 
being repaired rapidly, and more and 
more trains are running. 

For factories the picture is darker, Jp 
Shanghai, for example, the Communists 
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CHINA‘S CIVIL SERVANTS: THE MAIL CARRIERS 
. . nearly everybody keeps his old job 


What has happened in Peiping is 
typical. The. new “People’s Government” 
that now heads the city has kept most of 
the old postmen, firemen, policemen and 
other public employes. The policemen 
have been disarmed, yet the same police- 
men are at work directing traffic and 
walking their beats. Soldiers of the 
“People’s Liberation Army” are the only 
security force with weapons. 

Ownership of utilities and of most 
factories in cities taken over by the 
Communists has not been disturbed. In 
each plant the top man now is a Com- 
munist, whose duty is that of a control- 
ler. Management and operation generally 
are in the hands of men who were in 
charge before the Communists came. 
Electric plants that burn imported fuel 





‘hope to be able to begin buying foreigt 





estimate that about half the city’s it 
dustrial plants are idle because of short 
ages of raw materials. Unless more coal 
oil, cotton and other materials are ob 
tained, other plants will have to close. 

Movement of coal by ship from North 
ern mines to Shanghai is resuming, de 
spite the fact that the Nationalists sank 
many ships before the city fell. Still, nol 
enough coal is moving; and most othej 
items that the factories need must comm 
from abroad. 

The Communists, thus, want to resumé 
foreign trade as soon as possible. They 
are searching banks, brokers’ and spect 
lators’ offices and other likely spots fo 
dollars they can spend for imports. They 
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local needs. This trade, as it revives, is 
to be under strict control. 

Beside raw materials for factories now 
in operating condition, the Communists 
need machinery for plants in Manchuria. 
If the Communists are to have heavy in- 
dustries, they will be in Manchuria, 
where resources are located. During Rus- 
sian occupation, most machinery that the 
Japanese had installed there was carted 
off and installed in plants in the Soviet 
Union. Now, with Russia unable to sup- 
ply equipment, the logical places to get 
it are the U.S. and Europe. In order to 
buy it, foreign exchange will be neces- 
sary. Yet dollar exchange is very short 
and difficult to earn. 

The food situation, too, is tight. Food 
always is a critical problem in China; at 
almost any time, thousands or even mil- 
lions of people in some part of the coun- 
try are on the verge of starvation. The 
population is huge and the birth rate is 
high. Regardless of who is in political 
control, China cannot produce enough 
food for all her people. 

The territory Communists now control 
sometimes produces a surplus of food 
and sometimes has to import supplies. 
Now, with millions of peasants under 
arms, food output suffers. Crops are not 
as good as usual. The Communist press 
keeps reporting that various kinds of pests 
are threatening crops—trying to get blame 
for hunger off Communist shoulders. 

Here and there, municipal employes 
and officials have been moved into the 
country to help plant and tend crops. 
The outlook, however, is not promising. 
The need for imported food, especially 
wheat flour, is another reason why the 
Communists want to revive foreign trade. 

Although scarcities are producing in- 
flationary pressures, the Communists so 
far are keeping prices in check fairly 
well. They accomplish this partly through 
price controls and partly by holding down 
the volume of their new currency, which 
has replaced Nationalist money. 

Hours, working conditions and the 
routine of living are not much different 
for coolies, the clerks and the other “little 
people.” They find living costs now are 
reasonable compared with the fabulous 
prices under the old regime. They find, 
too, that the new money, although worth 
more than the old, is harder to get. 

Increased taxes, while they raise the 
cost of living, are meeting with less com- 
plaint than could have been expected. 
This is because the Chinese, on the whole, 
seem to fee] that their new Government 
is honest. Every indication is that Com- 
munist officials are resisting the old 
Chinese tendency toward graft. 

Biggest change the Communists are 
making is in the output of propaganda. 
Virtually all newspapers and radio sta- 
tions that remain are in the hands of 
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IN THE FIELDS 





-Triangle 


Population presses against a limited supply of food 


Communists. They devote most of their 
time and space to propaganda. Educa- 
tion, too, is getting a party-line twist. 

The propaganda drive goes beyond 
press, radio and schools, however. Pa- 
rades and mass meetings glorifying Com- 
munism are frequent. Youth groups keep 
“the cause” before the people. 

In all this propaganda, “foreign, im- 
perialist spies” come in for a good deal 
of blame for China’s troubles, past and 
present. Foreign correspondents find it 
next to impossible to accomplish any- 
thing. Communist officials refuse to talk 
with them, and it has been out of the 
question to send dispatches by cable 
or radio. 

Other foreign residents are finding 
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IN THE CITY 


fewer handicaps than they had expected, 
and they are agreeably surprised at being 
relieved of the “squeeze” in their deal- 
ings with Chinese officials. Their move- 
ments are restricted, however, and many 
Chinese view them with suspicion. 

Life in China under Communist rule, 
thus, is not very pleasant for outsiders. 
This situation may change for the better 
if the Communists are able to get diplo- 
matic recognition and to obtain the goods 
they need from the U.S. and other for- 
eign countries. For the Chinese people, 
life goes on much the same as before, 
with many of the old problems persisting. 
Those problems concern how to survive 
in a land where population is pressing 
against a limited supply of food. 
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Life under the Communists goes on much as it did before 





RCA scientists find way to combat noises 
in rooms where normal sound control 


methods are impractical. 





These Cones Of Silence” smether sound 7 


You think of RCA Laboratories— 
in part—as a place where scientists 
work with sound, for radio, tele- 
vision, phonographs. This is true, 
but they are also deeply concerned 
with silence. 

One example is a recent RCA de- 
velopment, a way of killing clatter in 
places where conventional sound- 
conditioning—with walls or ceilings 
of absorbent materials— would get in 
your way. Overhead pipes, ducts or 





other fixtures might prevent the in- 
stallation of a sound-absorbent 
ceiling—and you wouldn't want to 
blanket a skylight. 

RCA’s invention solves the problem 
in this way: Cones of sound-absorbent 
substances are clamped together base- 
to-base . . . then hung in rows where not 
in the way. Light, inexpensive, easy to 
install, these “Cones of Silence” convert 
sound .waves into heat energy, and will 
absorb from 60% to 75% of the clatter 
in a noisy room. 


How you benefit: 
Development of this functional sound 
absorber indicates the type of pro- 
gressive research conducted at RCA 
Laboratories. Such leadership in sci- 
ence and engineering adds value be- 
yond price to any product or service 
of RCA and RCA Victor. 

The newest developments in radio, tele- 
vision, and electronics can be seen in action 
at RCA Exhibition Hall, 36 West 49th St., 
N. Y. Admission is free. Radio Corporation 
of America, Radio City, N. Y. 20. 


RADIO CORPORATION of AMERICA 
World Leader in Radio — First in Télevision 
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FROM THE CAPITALS OF THE WORLD 


PARIS....-BERLIN....BELGRADE....BUENOS AIRES.... 





>> Question in Paris is why the Russians wanted a Big Four meeting, anyway. 
All the big issues, the basic ones that have to be settled before peace can 
come to Europe, remain about where they were before the Paris conference began. 
German issue is as far from settlement as ever. Yet that's the key issue. 
Berlin issue can't be considered settled until there's one city government, 
one currency, all operated by Germans. Big Four have not achieved that yet. 
Ruhr issue is right where it was a month ago. Western powers, West Germans 
have a Stranglehold on the Ruhr. Russians, eager to get in, are still outside. 
Other issues that divide U.S. and Russia, keep the "cold war" alive, are 
still around, such as Greece, the Far East, the atom bomb, the Atlantic Pact. 
U.S.-Russian tension is down somewhat, but causes of tension remain. 
Split world is still the big fact despite weeks of talking with Russians. 
Talking with Vishinsky, rather than Molotov, doesn't change this fact. 
To add to the puzzle in Paris, Stalin's promise to lift the Berlin blockade 
didn't seem to mean what it said. New restrictions by the Russians at Berlin 
confronted the diplomats in Paris with a blockade in fact if not in name. 























>> Why, then, did Stalin order blockade lifted, call for the Paris meeting? 
One set of experts in Paris will tell you it was all for propaganda. 
Another set of experts is sure Stalin miscalculated, thought the U.S. was 
ready to make big concessions to Russia. Stalin figured, by this theory, that 
resignations of Generals Marshall and Clay, combined with U.S. setback in China, 
plus U.S. price declines at home, all pointed to U.S. policy of appeasement. 








>> Fact is, of course, that nobody in Paris knows for sure what Stalin is up 
to. U.S. delegates, from Secretary of State Acheson on down, admit they can't 











“a read Stalin's mind. But their Paris experience leads them to these conclusions: 

RCA Failure of Berlin blockade, surprising success of “air lift," compelled 

1 SCi- Russians to get out of that situation fast, with as much face saving as possi- 

2 be- ble. That seems to be one reason why Stalin wanted the Paris meeting. 

rvice Need for goods is another reason. Soviet zone of Germany needs products of 
West Germany. Soviet sphere as a whole needs trade with West Europe, with U.S. 

igs Soviet peace offensive is probably a third reason. Picture of Vishinsky 

h St., talking more or less peaceably with Acheson, Bevin, Schuman is calculated to 

ation allay war fears, maybe cool U.S. interest in Atlantic Pact, arms program. 


Paris conference, consequently, leaves Russia as much of a riddle as before 
the diplomats gathered. But two things are clearer now: One is that Russia 
4A is in no hurry to settle the big issue in Europe--Germany. The other is that 
Soviet policy toward the U.S., toward the world, is unchanged. 






(over) 
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>> Stalin-Tito feud over who is boss of Yugoslavia is entering a new phase, 
one in which the United States and Britain are to play a more active part. 

Stalin, it's clear in Belgrade, is whipping up a new offensive against 
Tito, this time figures on dislodging him and regaining control of Yugoslavia. 

U.S. and Britain, at the same time, have decided to give Tito at least 
enough help to enable him to hold out against Soviet economic pressure. 

U.S. role is to let Tito buy essential machinery from the U.S., let him 
make deals with U.S. industry and technicians, maybe get a loan from the World 
Bank. Talk of Marshall Plan aid, however, is to be viewed skeptically. 

British role turns on five-year trade deal with Yugoslavia. It's to in- 
volve $800,000,000 in goods, assure Tito steady supply of British manufactures. 

In an economic contest, odds favor U.S. and Britain over Russia. | 

Only question is whether Stalin will stop at economic weapons. He may not. 
His split with Tito, like that with Trotsky, may seem to call for more. 




















>> In Argentina, what began as a sort of perpetual-motion machine,. kept going 
by Government subsidies, is now making trouble for its inventors. 

Sure-fire idea, as it appeared to some in Buenos Aires a while ago, was to 
have other nations foot the bill for many Argentine Government expenditures. 
This would permit Argentines to enjoy low prices, high wages, low taxes, some 
comforts of a modern welfare state, maybe keep the voters happy forever. 

Mechanism of perpetual-motion idea was to work this way: Endless profits 
were to flow into machine from other nations' purchase of Argentine goods through 
Government's export monopoly. Endless subsidies, paid for by monopoly profits, 
were then to flow out of the machine to keep prices, taxes low, wages high. 











>> But the machine isn't operating as its inventors hoped it would. 

Profits through Government monopoly over exports have turned into losses as 
world balks at Argentina's high prices, as buyers’ market takes over. 

Subsidies, instead of declining with export profits, are being ‘forced up by 
wage-price pressures, now cost $436,800,000, fourth of Argentine budget. 

Food subsidies account for $209,400,000 a year, keep consumer price low on 
bread, meat, milk, sugar, edible oils, but tend to discourage production. 

Utility subsidies now approximate $227,400,000 yearly, are trending upward 
as Government buys, operates, pays losses on railroads, air transport, shipping 
lines, Buenos Aires city transit, Argentine telegraph and telephone systems. 








>> So, as things stand, the Peron Administration faces this situation: 
Subsidy cost, instead of coming out of others, is coming out of Argentines. 
Wages, forced up by Government policy, are going still higher. 
Production costs, going up, put pressure on Government for more subsidies. 
Bank credit, at the same time, is harder to get. One Government lender, 
Industrial Credit Bank, has already loaned up to 450 times its deposits. 
Prices, despite subsidies, keep breaking through governmental ceilings. 
Living costs are roughly 30 per cent higher than at start of this year. 
Money in circulation is at record high, nearly three times 1946 level. 
Taxes are about the only means left to finance the subsidies. Sales tax, 
raised this year, is 8 per cent. Hike in income tax rate is expected next. 
Squeeze, thus, is pinching everybody--producer, consumer and Government 
itself. Buenos Aires is waiting uneasily to see what happens next. 
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People like these 
own Republic... 


its stockholders. 
Many of them. . . 22,000, in fact . . . own only a few shares 
apiece; 25 or less. 


Republic Steel is owned by 60,000 people... 


Recently, we asked several thousand of these owners of ours 
to help us answer some questions about who they are, what 
they do and why they chose to invest whatever extra money 
they had in Republic stock. 


We wish you could see all the answers. They would show you 
that the owners of Republic.are, for the most part, average, 
everyday citizens. They would show you, too, that a lot of 
these people bought their stock out of savings. 


Another thing that these answers show is the pride of these 
people in helping to make a company like Republic possible. 
They know that it is their money and the money of thousands 
of others like them that has helped to create American industry, 
to make millions of well-paying jobs and to enable Americans 
to live better than most of the nobility in other lands. 


These are the kind of people who own Republic. We think 
that they are mighty fine people and we believe you will agree 
that they deserve from Republic a fair return for the use 
of their savings. 


REPUBLIC STEEL 


A GOOD PLACE TO WORK- 
A GOOD PLACE TO STAY 





Here is what some 
Republic Stockholders 
See. és 


“On account of working for Republic, I 
am interested in the company in more 
than one way. Republic’s good or bad 
future is my future.” 
—A Rigger in Republic’s Chicago Plant 
* * % 


“I am a window washer, married and 
have two children. Whenever I save a 
little money, I buy stock as an investment. 
Investing in stock hglps investors, indus- 
tries, workers and their families.” 

—A Chicago (Ill.) Window Washer 


“My husband suggested that I buy 
Republic Steel, saying steel will always be 
in demand as long as our country stands.” 

—A Wheeling (W. Va.) Housekeeper 


“I believe in capitalism as being the 
most stimulating system of business and 
industry.” 

—A Retired Pittsburgh (Pa.) School Teacher 


* cs 


“It makes the investor feel that he is par- 
ticipating in the development of American 
industry.” 

—A Long Island Sheet Metal Worker 


“The investment of funds is part of our 
free enterprise system and a cooperative 
form of furnishing capital for the oper- 
ation of business.” 

—An Illinois Controller 


“I have faith in American industry as con- 
ducted by honest, capable men of the kind 
that have built our country up to its pre- 
eminence over all countries in the world.” 

—A Florida Widow 


“I believe in free enterprise and want to 
have what interest in it I can, however 
small.” 

—A Virginia Housewife 


This advertisement is one of a series appear- 
ing in newspapers in cities and towns where 
Republic mills, mines and offices are located. 
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Life Around the World 
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Budding teachers in Germany think— 
and say—Nazism wasn’t a ‘bad’ idea 


FRANKFURT 

ERMAN SCHOOL CHILDREN by the mil- 

G lions are being taught that the Nazis 

had the right idea, after all. They are 

growing up on the same propaganda 

themes Adolf Hitler used to stoke the 
fires of World War II. 

The new generation, once again, is be- 
ing taught that Germany must struggle 
to regain lost populations and lost terri- 
tories, and to win more “living space.” 
The children hear, and apparently be- 
lieve, that Nazism was not a “bad” idea, 
but was a “good” idea badly carried out. 

The reason for the return to Nazi 
thinking is not hard to find: 

When the Allies in 1945 ousted Nazis 
from the school system, they fired about 
70 per cent of Germany’s teachers—and 
immediately found themselves up against 
a teacher shortage that could not be 
cured overnight. Now many of those dis- 
charged have gone through denazifica- 
tion courts and paid their fines, or have 
been cleared by Allied amnesties restor- 
ing civil rights to “little Nazis.” The re- 
sult is that 60 per cent of the teachers 
in the three Western zones are one-time 
followers of Hitler. Many are going along 
with the idea of trying to teach democ- 
racy to young Germans—but many more 
are resisting, with the aid of parents. 

Recently, I went to a teacher-training 
college in the state of Hesse and talked 
for hours with a group of students rang- 
ing in ages from 20 to 28. These people 
are tomorrow's teachers in Germany. I 
have put down some of the remarks the: 
made during my long visit. 

“We must not educate German yonth 
to be pessimistic about Hitler,” said one 
woman student. “What if an _ honest 
Hitler should come along?” 

“There were many good things about 
Hitler's program,” said another. “The 
things Hitler 
wanted were the 
things the German eal 
people wanted.” a 

What started the 
war? t = 

“Other countries {4 
were jealous of — 
Germany. Don’t ~ 
tell me the U.S. 
entered the war just 
to punish evils in 
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Germany. The U. S. had economic objec- 
tives, to destroy German competition.” 

“We can see that now,” said a young 
instructor. “The Allies are using the war 
as an excuse to steal Germany’s factories 
for their own use. The Allies are trying to 
keep Germany down because they are 
afraid of German competition.” 

“We can’t tell yet who was responsi- 
ble for the war,” said one of the older 
German students. “It is too early. What 
the Allies tell us, we don’t think is objec- 
tive. I was just reading an article the 
other day that said Poland started the 
war. It was a very objective article.” 

“There is a lot of talk now about a 
united Europe,” remarked one young 
man. “But what good is a united Europe? 
It won’t give us back our German terri- 
tory in a hundred years.” 

Would German young people go to 
war to win back the territory lost be- 
cause of the war? 

“I would fight tomorrow to free those 
lands,” spoke up a veteran of the Ger- 
man Army. 

“Everybody knows,” said a young 
woman, “that Germany could not exist 
in the small territory she now has.” 








After the discussion, the rector of the 
college asked me to excuse some of “the 
slips” that had been made by the sty. 
dents. 

“You know,” he explained, “we Ger. 
mans do not have a democratic tradj- 
tion.” 

The ideas that emerged during the 
conversation with the students probably 
will be taught to some German children 
next year when these students graduate 
and become teachers. The ideas of war, 
dictatorship and Hitlerism are by no 
means repugnant to these young men 
and women. 

German schools operate traditionally 
under a strict discipline that makes the 
word of the teacher law to the student. 
Pupils are taught to learn by rote, to re 
peat their lessons after the teacher. 
Classes are centered on the teacher or on 
‘the subject, rarely on the child. Ques. 
tions by youngsters in class are dis 
couraged. 

When a visitor enters a German class. 
room, the children usually jump to atten- 
tion, stiff as soldiers. There are no smiles, 
no giggles. At a command, they sit down. 
When a German child passes his teacher 
on the street, he tips his hat in a gesture 
that Allied psychologists feel is closely 
related to a soldier’s salute to his officer. § 

“The trouble with our schools,” one 
democratic educator said, “is that they 
resemble barracks, both in discipline and 
in the relations between teacher and 
pupil.” 

“We have practically given up trying 
to change the German -university,” said 
one American educator. “It is hopeless.” 

One Allied intelligence officer makes 
a business of trying to figure out what 
most Germans are thinking. His surveys 
include schoolteachers as well as all other 
people. He told me he believes that the 
thought pattern now dominant among 
most Germans in all zones of occupation 
is about as follows: 

“Other countries are more responsible 
than Germany for the war. Anyway, the 
German people gave over all authority 
to the Nazi leaders. Therefore, the Ger- 
man people cannot be blamed for the 
war. 

“As a result, it is unfair and unjust for 
the Allies to make the German people 
repair the damage done by German 
armies in other countries. The Allies are 
using this as an excuse to keep down the 
Germans who they know are more eff 
cient and more cultured than they are. 
But some day Germany will make 4 
comeback and show the world.” RE 
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Aviation gasoline for automobiles 


1, two months after the end of World War 
II, most oil companies were back on the 
market with first-quality “regular” and 
“premium” gasolines. To a motoring pub- 
lie which had been sputtering along for 
three years on strictly rationed, low- 
octane gasoline, the event was something 
of afield day. Everyone drove everywhere 
and gasoline sold like hotcakes. 


4. However, the important point of the 
story —to our way of thinking —is this: 
we made 7600 available on our own initi- 
ative. The customers didn’t demand it. 
Conditions didn’t make it necessary. But 
we knew, even though the public was 
more than satisfied with our present gas- 
olines, that a still better one would win 
us more customers. And we were in 
competition. 


UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


2. Under the circumstances you’d hardly 
expect an oil company to pick that time to 
come out with a still better product. But, 
less than one month after Union Oil had 
put its ‘‘regular’’ gasoline (76) and its 
“‘premium’’ (76-Plus) back on the mar- 
ket, the company announced a brand-new 
product — 7600. 7600 was actually an avi- 
ation gasoline slightly altered to meet 
automobile operating conditions. 


5. If the oil business had been a monopoly 
—private or governmental —this would 
not have been the case. For there’s no 
incentive to go after more customers 
when you already have them all. But, be- 
cause we didn’t have all the customers, 
we had avery good reason for introducing 
an jmproved product. 


3. Its performance was so superior to any- 
thing the average motorist had ever ex- 
perienced that people practically stood 
in line for it. In fact it was months before 
we got our production up enough to keep 
our stations from running dry. Today, al- 
most four years later, 7600 is still the top- 
quality gasoline in the West. And people 
are still buying all we can make. 


6. All of which goes to prove, we think, 
that the only way you can guarantee 
maximum progress in an industry is to 
have an economic system that guarantees 
maximum incentives. Our American sys- 
tem, with its free competition, provides 
these to a degree no other system has 
ever approached. 


This series, sponsored by the people of Union Oil Company, is 


dedicated to a discussion of how and why American business 


functions. We hope you'll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 


Company, Union Oil Building, Los Angeles 14, California. 
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UP-TO-DATE! 


You’re looking at one important reason why America—with only 7% 
of the world’s population—accounts for 45% of its electricity. 

The 4% billion kilowatt-hours generated yearly by Hoover Dam 
(right) are just a small part of U.S.A.’s total power capacity... 
...a total capacity that provides light and power for over 34,000,000 
homes and farms—200,000 industrial plants—keeps our standards 


of living highest in the world. 


It’s not surprising that 7 of the great turbines at Hoover Dam were 
built by Allis-Chalmers.* For Allis-Chalmers is known for quality 


machinery—unsur passed workmanship, efficiency, long-life service. 


Today, the A-C trademark is known in every branch of industry. 
There’s no end to the products of good living it helps produce! 


Allis-Chalmers Manufacturing Company, 1388 South 70th Street, Milwaukee 1, Wis. 


x # . Sakae 


A-C Helps Build Quality into Products for Good Living... 


Portland cement produced in Mid- 

west plant, one of world’s largest, is Lu 

processed by Allis-Chalmers equip- > the ‘ 2 
ment all the way: crushers, screens, ; ; There’s hardly a 
kilns, grinding mills, complete power “ j 
plant, motors and drives. cE yr today that isn’t 


*More electric power from Hoover —— Paper for newspapers, magazines, helped on its way to 
Dam! Contracts for two new 115,000 — : books is made cleaner, better, thanks you by the products 
hp mpm" cam — re- : to A-C ola ~ a chip - and equipment 
cently awa to Allis-Chalmers— i screens, knotters, ers, digesters, ‘ 

tribute to efficiency of the seven A-C — kilns, heat exchangers, pumps and of Allis-Chalmers. 
turbines already installed. i other pulp-making products. 


manufactured product 





\LLIS-CHALMERS® 


One of the Big 3 in Electric Power Equipment — 
Biggest of All in Range of Industrial Products 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.‘ 
GEORGE WASHINGTON 


(These two pages present each week the opinion of The Editor, The 
other members of the staff, who report, interpret, and forecast 





HORSE AND BUGGY LAWS 
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IN A STREAMLINE AGE 


By DAVID LAWRENCE 


Nearly 60 years ago Congress wrote the Sherman 
anti-trust law to break up monopolies and business 
practices “in restraint of trade.” 

And 35 years ago Congress wrote the Clayton Act, 
which prohibits practices that “lessen competition.” 

Thousands of decisions have since been rendered 
by the federal courts interpreting the phrase “restraint 
of trade” or the words “lessening competition.” 

Businessmen who hire the best legal minds they 
can find to study the decisions still do not know 
what these regulatory laws mean. 

This is an expense and a handicap under which 
business should not be expected to operate. But what 
is worse, there are signs that ambiguous interpretation 
of the laws is leading to an expense to the public—a 
situation detrimental to the public interest. 

Only last week the Supreme Court of the United 
States said, in effect, that it is not a matter of con- 
cern to the Court that the public interest is injured 
by its decisions. This, it is asserted, is not for the busi- 
ness of the judiciary to correct. Plainly the inference 
is that Congress must bring legislative remedies to 
bear if the public interest is to be served. 

Driving the small businessman out: The case in 
question arose when the Standard Oil Company of 
California, following the same practice as several 
other major competitors in the oil business, set up a 
system of contracts with independent dealers where- 
by such merchants agreed to purchase from Standard 
all their requirements of one or more products. Some 
contracts covered petroleum products only, while 
others included also tires, tubes and batteries and 
other accessories. 

The dealer was in every sense an independent mer- 
chant—a small businessman—entering into a con- 
tract that the Court concedes “may assure supply, 
afford protection against rises in price, enable long- 
term planning on the basis of known costs, and ob- 
viate the expense and risk of storage in the quantity 
necessary for a commodity having a fluctuating de- 
mand.” 

If exclusive dealer arrangements now are forbid- 


den, the major oil companies might be compelled to 
own their own outlets and thus drive the small busi- 
nessman out altogether. This, declares the Supreme 
Court, might not be as good for the public as the 
other system but, after all, it isn’t the duty of the 
Court—so says the majority opinion—to weigh the 
merits of various systems but merely to strike down 
those the law seemingly prohibits. 

Economic issues not a Court function: The exact 
language is significant on this point. Here is what the 
Court opinion says: 

“Though it may be that such an alternative to the 
present system as buying out independent dealers and 
making them dependent employees of Standard 
Stations, Inc., (a subsidiary of the Standard Oil Com- 
pany of California) would be a greater detriment to 
the public interest than perpetuation of the system, 
this is an issue, like the choice between greater effi- 
ciency and freer competition, that has not been sub- 
mitted to our decision.” : 

Yet the five justices who concurred in the majority 
opinion—Frankfurter, Black, Reed, Rutledge and 
Murphy—did not even require that proof be adduced 
in court to show that this dealer system was in fact 
a “lessening of competition.” It was contended simply 
that the presence of the rival sets of dealer contracts 
was in itself proof that if each group of dealers 
handled only one kind of petroleum product, this was 
something that “affected commerce” and _ lessened 
competition. 

What a travesty on justice it is to argue in ome 
breath that it isn’t the function of the Court to con- 
sider economic consequences and in another to utter 
an arbitrary definition of what is or is not a sub 
stantial impact on commerce. 

Much more realistic is the approach of Justice 
Jackson, who, with Chief Justice Vinson and Justice 
Burton, dissented. The opinion by Justice Jackson 
says in part: 

“I regard it as unfortunate that the Clayton Act 
submits such economic issues to judicial determina 
tion. It not only leaves the law vague as a warning of 
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« of U.S. News & World Report are written in their entirety by the 
international news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 
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Conflicting opinions and decisions as to meaning of anti-trust laws 






causing business uncertainty—Latest Supreme Court decision con- wv 
tributes to confusion—Clarification by Congress needed. 


guide, and determined only after the event, but the 
judicial process is not well-adapted to exploration of 
such industry-wide, and even nation-wide, questions. 

“But if they must decide, the only possible way for 
the courts to arrive at a fair determination is to hear 
all relevant evidence from both parties and weigh not 
only its inherent probabilities of verity but also com- 
pare the experience, disinterestedness and credibility 
of opposing witnesses. This is a tedious process and 
not too enlightening, but without it a judicial decree 
is but a guess in the dark. That is all we have here 
and I do not think it is an adequate basis on which 
to upset long-standing and widely practiced business 
arrangements. .... 

“If the courts are to apply the lash of the anti-trust 
laws to the backs of businessmen to make them com- 
pete, we cannot in fairness also apply the lash when- 
ever they hit upon a successful method of competing. 
That, insofar as I am permitted by the record to learn 
the facts, appears to be the case before us.” 


Degrees of “lessening of competition’: Justice 
Douglas also wrote an opinion in dissent, in which he 
says: 

“It is common knowledge that a host of filling sta- 
tions in the country are locally owned and operated. 
Others are owned and operated by the big oil com- 
panies. This case involves directly only the former. 
It pertains to requirements contracts that the oil com- 
panies make with these independents. It is plain that 
a filling station owner who is tied to an oil company 
for his supply of products is not an available customer 
for the products of other suppliers. The same is true 
of a filling station owner who purchases his inventory 
a year in advance. His demand is withdrawn from the 
market for the duration of the contract in the one case 
and for a year in the other. The result in each case is 
to lessen competition if the standard is day-to-day 
purchases. Whether it is a substantial lessening of 
competition within the meaning of the Anti-Trust 
Laws is a question of degree and may vary from in- 
dustry to industry. 

“The Court answers the question for the oil industry 


by a formula which under our decisions promises to 
wipe out large segments of independent filling station 
operators. The method of doing business under re- 
quirements contracts at least keeps the independents 
alive. They survive as small business units. The situa- 
tion is not ideal from either their point of view or that 
of the nation. But the alternative which the Court 
offers is far worse from the point of view of both.” 


Time to re-examine monopoly laws: What is the 
bewildered businessman to make of all this? Today 
it is the gasoline dealer. Tomorrow it may be the deal- 
er in electrical appliances or the dealer in shoes or 
certain food products in which a merchant might wish 
to specialize and take advantage of the widespread 
merchandising of his wares done by the producing 
company. 

Isn’t it about time to re-examine these laws on 
monopoly and competition and make sure that they 
really bring about the objectives for which they were 
written, modified only by the changing circumstances 
of a world that has progressed far beyond the horse- 
and-buggy stage of economic society? 

There are problems enough for business and in- 
dustry in these days of great uncertainty due to fluc- 
tuating demand and rising costs. Why should the 
Government add to the complexity by a host of un- 
necessary legal adventures, which, besides their cost, 
make it difficult for small businessmen to operate 
effectively and large businesses to shape their ways 
to meet what they must guess the Court decisions 
mean. 

Surely if the courts have become enmeshed in a 
tangle of legal phrases and conflicting precedents, isn’t 
it time for Congress to take a hand? The recent ex- 
perience with the confusing decisions on “basing 
point” practices and freight absorption, now on the 
way to revision by an Act of Congress, illustrates the 
danger we face today. 

A dynamic capitalism cannot thrive unless it knows 
the rules. Those rules must be clearly written not only 
to safeguard the public interest against abuse of eco- 
nomic power but also to promote economic progress. 


























ADVICE TO TAXPAYERS 


BY GEORGE J. SCHOENEMAN 


Commissioner of Internal Revenue 





EDITOR’S NOTE: Taxpayers, who in the aggre- 
gate pay billions of dollars every year to support 
the U.S. Government, need to understand their 
rights under the tax laws. 

George J. Schoeneman, more than any other 
man, can speak with authority on what is ex- 
pected of the individual or corporate taxpayer by 
the Government. As Commissioner of Internal 
Revenue, Mr. Schoeneman makes policies for the 





22,000 federal collectors, agents and tax-enforce- 
ment officers all over the country. 

As a service to taxpayers, U.S. News & World 
Report questioned Mr. Schoeneman on a number 
of matters that concern all who pay federal taxes. 
The interchange of views that follows is one of a 
series with leaders in government, business, labor, 
agriculture and other phases of national and in- 
ternational affairs. 








1. Q Would you say that the vast majority of people 
are honest in making out their tax returns? 

A Of course. Voluntary self-assessment and collec- 
tion is the backbone of our entire revenue system. 
Such a system is possible only where the vast ma- 
jority of taxpayers conscientiously discharge their 
tax responsibilities. In my opinion, this basic will- 
ingness of our citizens to comply with the tax laws 
voluntarily is one of the nation’s most valuable as- 
sets. 

2. Q What of the others? Could you estimate the 
amount of revenue the Government is losing through 
evasion of taxes? 

A While the vast majority of taxpayers make an 
honest and conscientious effort to comply with the 
tax laws, there are some—too many, in my opinion— 
who would shirk their tax responsibilities. It is be- 
cause of this group that over 40 per cent of the total 
personnel of the Bureau of Internal Revenue are 
front-line enforcement officers. While there have been 
numerous guesses as to the extent of errors made by 
taxpayers under our voluntary assessment system, 
no basis has existed in the past for the development 
of a sound and conclusive estimate. The audit control 
program, inaugurated with respect to the individual 
income tax returns for 1948, involves the selection 
of returns for examination on the basis of scientific 
sampling methods and will be utilized to provide re- 
liable estimates as to the frequency and dollar 
amounts of tax understatements and overstatements. 
3. Q How much are you recovering through the en- 
forcement activities of the Bureau? 

A Directly, about $2,000,000,000 annually. During 
the last fiscal year additional assessments of all types 
of taxes totaled $1,897,015,000, and collections on 
warrants for distraint amounted to $280,183,000. In- 
directly, the enforcement activities are responsible for 
a much larger amount. This is due to the fact that we 





set a taxpayer straight on some item which he did not 
understand in one year which he himself voluntarily 
reports correctly in succeeding years. Also the mere 
knowledge that we do make investigations, even 
though limited in number, acts as a deterrent to 
underreporting by some classes of taxpayers. 


4. Q Can the ordinary taxpayer, the fellow who wants 
to do right, get his questions answered when he has 
questions to ask? Whom can he call upon? 

A It is the policy of the Bureau of Internal Revenue 
to encourage voluntary and correct reporting of tax 
liabilities by providing all taxpayers with any ad- 
vice and assistance necessary to proper tax determi- 
nation. During every filing period our deputy collec- 
tors and revenue agents prepare income tax returns for 
literally millions of taxpayers. In addition, about 20,- 
000,000 taxpayers elect each year to indicate their in- 
comes, exemptions and tax withheld on a form pro- 
vided expressly for them and to depend upon the col- 


lectors of internal revenue for the computation of | 


their tax liabilities. There are 64 collectors of internal 
revenue (at least one in each State), and 39 revenue 
agents in charge. All of these offices are available to 
taxpayers for assistance and advice. In addition to 
these headquarters offices, there are over 2,000 local 
offices. For answering complicated questions of law 
and interpretation we also have a Taxpayers’ Ruling 
Section in Washington which answers thousands of 
written questions annually. 


5. Q Does the taxpayer have any assurance that he 
will not be prosecuted for honest, innocent errors? 
A Absolutely. Under the law it may be necessary 
to charge interest and nominal penalties (5 per cent 
for negligence), but the stiffer penalties for fraud and 
criminal prosecution are reserved for willful, inten- 
tional evaders. To illustrate, we find it necessary 
every year to make corrections in the returns of more 
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if no fraud is involved, taxpayer can generally feel safe after three 


years—Honest error in return never brings prosecution—How long 


individuals and corporations need to retain records 


than a million taxpayers, but criminal indictments 
were obtained last year against only 424. For the or- 
dinary honest taxpayer, the correction of a mistake 
is no more hazardous than rectifying a mistake in 
his own business. In fact, the surest way of avoiding 
difficulties about honest mistakes is to be frank and 
co-operative with the internal revenue officer assigned 
to adjust your return. 


6. Q Can it be said, as a general rule, that a person 
who discloses all the facts on his return will not be 
prosecuted, even though he might make an error in 
applying the rules and arriving at the amount of his 
tax? 

A Yes. As I said before, prosecution is reserved for 
willful, intentional evasion. We do not prosecute per- 
sons who make full and complete returns in good faith 


_even though they may misunderstand some of the 


provisions. 


7. Q Big taxpayers have their lawyers and ready ac- 
cess to the Tax Court. What about the small tax- 
payer with a grievance, what machinery does he 
have? 

A The small taxpayer has every avenue for airing 
his grievances and seeking rectification that is afford- 
ed the big taxpayer, including appeal to the Tax 
Court. However, because his problems are not so 
complicated, the small taxpayer seldom needs to ex- 
ercise all the possible avenues of appeal. Ordinarily 
all the small taxpayer needs to do is to go to the col- 
lector of internal revenue in his district and tell his 
story. If not satisfied, the taxpayer, small or large. 
can appeal to the internal revenue agent in charge in 
his area. If he is still not satisfied, we have provided 
another appeal group called the technical staff and 
equipped it with regional offices so that taxpayers are 
further assured of every right accorded them by law. 
It is important to note that at each of these appeal 
steps, the officer hearing the appeal is not the one 
who made the investigation. 

As a matter of fact, the technical staff, which is the 
last appellate group under the Commissioner, makes 
no investigation at all, but operates purely as an ap- 
pellate agency. Taxpayers who feel the need of carry- 
ing an appeal further can petition the Tax Court of 
the United States, which is completely independent 
of the Bureau of Internal Revenue, or, if they have 
already paid the disputed tax, they can sue for its re- 
fund in the United States district courts. 

Whether a taxpayer needs professional counsel in 
dealing with the Bureau of Internal Revenue is a mat- 
ter of personal choice with the taxpayer. The Bureau 
does not require professional counsel in the hearing of 





appeals and makes every effort to treat a taxpayer 
who represents himself with every consideration 
which would be extended to his counsel if he em- 
ployed one. 


8. Q What is the attitude of the revenue collector 
toward the smaller taxpayer? Is the taxpayer consid- 
ered to have definite rights, or is he the mouse in a 
cat-and-mouse game? 

A The Bureau of Internal Revenue has only one 
objective in dealing with all taxpayers—to determine 
and collect the correct tax liability. It is the policy 
of the Bureau to make tax determinations without 
partiality. Each taxpayer who is dissatisfied with an 
examiner’s findings is informed as to his appeal 
rights. 


9. Q Of the 50,000,000 or more individual tax returns 
filed each year, approximately how many are thor- 
oughly checked? 

A In the last fiscal year, examinations involving di- 
rect contacts with taxpayers (either by personal inter- 
view or correspondence) were made on more than 
2,360,000 individual income tax returns. This number 
is being increased steadily as funds for employing 
agents, deputy collectors and auditors become avail- 
able. 


10. Q Will you tell us briefly how you select the ones 
to be audited? 

A Returns are selected by various methods, but 
the principal ones include: (a) inspection of returns 
to select those containing items requiring either ex- 
planation or verification, (b) scientific sampling, (c) 
returns that show discrepancies with data in informa- 
tion returns, and (d) returns of certain taxpayers with 
past records of noncompliance. Depending on circum- 
stances which change from year to year, returns are 
selected occasionally because of current problems in a 
specific business or occupation. Other returns may be 
selected on the basis of independent information 
which comes to the attention of the Bureau. 


11. Q Is the arithmetic of each return checked? 
A To the extent possible with our man power. 


12. Q. Are all corporate income tax returns audited? 
A No. Corporate returns also are sifted with a view 
towards selecting those most in need of audit. 


13. Q Where are most evasions found, among what 
groups of taxpayers? 

A Generally speaking, most evasions are found in 
(Continued on page 38) 
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businesses or professions which conduct cash trans- 
actions. Some people seem to have the foolish notion 
that cash cannot be traced, but our prosecutions in 
recent years have, I think, demonstrated the fallacy 
of any such misguided thinking. 


14. Q In checking individual returns for possible tax 
evasion, what points are watched most closely? 

A It is almost impossible to answer this kind of 
question. What may be suspicious or abnormal on 
one man’s return might be equally innocent on anoth- 
er man’s, depending on the nature of their businesses, 
their family obligations, their standard of living, etc. 
That is why the auditing of income tax returns re- 
quires trained men and women to examine the actual 
facts of individual cases. 


15. Q Much is heard of tax deductions for entertain- 
ment expense? What is the rule on this? 

A Entertainment expense is deductible when it is 
both ordinary and necessary to the taxpayer’s trade 
or business and does not violate public policy. For in- 
stance, ordinarily the traveling salesman can deduct 
entertainment expense because it is required in his 
work whereas ordinarily a store clerk cannot deduct 
it because it is not so required. However, if the tax- 
payer is an employe and chooses the “standard deduc- 
tion,” he receives an allowance which takes the place 
of deductions for entertainment and many other items 
such as charitable contributions, interest, taxes and 
medical expenses. 


16. Q Many taxpayers get confused ‘about what 
other items can be deducted as business expense. Is 
there a simple rule to apply on what is and is not de- 
ductible? 

A There is no need for confusion about the rule. 
The basic test is whether or not the expense is both 
ordinary and necessary in the taxpayer’s own. busi- 
ness. The problems that arise in the apphteation of 
this rule result both naturally and inevitably from 
the wide differences in businesses, business customs, 
localities and the shifting pattern of business opera- 
tions. 


17. Q What is the outlook for further simplification 
of tax returns and for a better understanding by tax- 
payers of technical terms used in tax returns? 

A The outlook is good but the road is long. How- 
ever, I think the record will demonstrate that we have 
gone a long way down that road already. In the word- 
ing of forms and instructions, we make progress near- 
ly every year by continually re-examining our forms 
in the light of each year’s experience—the experience 
of both the taxpayers and ourselves. Other simplifi- 
cations must wait for legislative changes. Still other 
proposed simplifications are difficult to achieve be- 
cause they involve basic changes which shift tax bur- 
dens from one group of taxpayers to another, and 
such shifts may outweigh simplification. The im- 
provements so far made, coupled with greater tax- 





payer familiarity with income tax returns, seem tp 
have contributed materially to taxpayer understang. 
ing of the return forms. 


18. Q What could you say, generally, about the 
necessity for keeping personal records? How far back 
should individuals keep their records and books? 

A The income tax laws must be based on a genera] 
practice of keeping accurate records. The extent of 
record keeping, of course, depends on individual cir. 
cumstances. Obviously, a workingman with no ip. 
come outside of his wages and no unusual deductions 
does not need elaborate records. Equally obviously, a 
business or professional man needs detailed records— 
in fact, he usually needs them for personal reasons as 
well as taxes. Ordinarily, the statute of limitations on 
income tax returns expires in three years and that js 
the normal period for keeping records. However, the 
law makes exceptions. In case of fraud, or failure to 
file a return, there is no statute of limitations. In cases 
where a taxpayer omits from his return an amount 
equal to 25 per cent or more of the gross income 
shown in his return, the statute of limitations is five 
years. In exceptional circumstances, still other periods 
are specified. Accordingly, I would say that three to 
five years is the minimum period during which records 
should be kept. 


19. Q How far back should corporations keep their 
records? 

A The same principles apply to corporations. In 
other words, a corporation should retain its records 
as long as they affect any return or claim on which 
the statute of limitations has not expired. 


20. Q How can a taxpayer know that his return, for 


any given year, has been accepted? Assuming no fraud 
is involved, can he feel safe after three years? 


A Ordinarily a taxpayer has no way of knowing) 


this for the simple reason that we can examine only 
a small percentage of the returns. If the return is at 
cepted without an examination, it is of course subject 
to being reopened when and if circumstances dictate. 
If the taxpayer’s return is examined he is contacted 
and is notified if errors are found. Assuming, as you 
say, that no fraud is involved, he can generally feel 
safe after three years. 


21. Q Is there any change on the part of the Bureau 
in its attitude toward what is and is not an unreason- 
able retention of corporate earnings under Section 10) 
of the Internal Revenue Code? 

A No, there is no change. 


22. Q Will you state that attitude briefly, with rela- 
tion to earnings retained for new plant and equipment 
and other business needs? 

A Section 102 is designed to prevent the unreason- 
able accumulation of earnings by corporations for the 
purpose of avoiding surtax upon shareholders. Ac 


cumulations are considered unreasonable when pet-§ 
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mitted to exceed those necessary for the reasonable 
needs of the business. By the same token, they are not 
considered unreasonable if required for bona fide busi- 
ness purposes. Earnings retained to acquire or finance 
needed additional working assets, such as larger in- 
yentories, to purchase additional machinery or to meet 
present demands or provide for reasonably expected 
expansion are not considered to be unreasonable ac- 
cumulation. On the other hand, accumulations such 
as those resulting from the retention of cash, securities 
or other assets, unrelated to and not essential to the 
normal operations of the business, are considered un- 
reasonable. 


23. Q What progress is the Bureau making in settling 
excess-profits refund claims under Section 722? 

A On the whole, progress has been good, consider- 
ing the complexity of these cases. Well over half the 
claims have been either settled, disallowed or with- 
drawn, but many of the largest cases still remain. 
The Section 722 claims in the aggregate amounted to 
more than $5,500,000,000, and it would be unthink- 
able to handle a problem of such magnitude without 
the most careful consideration. As the Excess Profits 
Tax Council and the Tax Court gradually crystallize 
the exact intent of this law, cases are moving faster. 
We have recently increased the size of the Council and 
taken other steps to maintain an accelerating flow of 
cases. 


24. Q Is there any noticeable trend toward compro- 
mise in these settlements? 


TAX RETURNS: FOR HONES 





A If by “compromise” you mean that we are en- 
gaging in “horse trading” on these cases, the answer 
is definitely ‘No.’ However, I believe that we have 
improved considerably our machinery for dealing 
with these problems and that we are allowing tax- 
payers the full amount of relief they establish to be 
due. The Council and the Section 722 field commit- 
tees are making every reasonable effort to determine 
fair and just answers and to explain them as fully 
as possible to taxpayers. The fact that our answers 
in 90 per cent of these cases have been acceptable 
to taxpayers has been a source of satisfaction to us 
all. 


25. Q Do you have any specific suggestion on how tax- 
payers, including businesses and businessmen, can 
help the Bureau? 

A Taxpayers can best help the Bureau by keeping 
accurate records, filing timely and accurate returns 
and co-operating with examiners. Our duty is to collect 
the correct tax—no more, no less—and candor is the 
quickest route to such determinations. 


26. Q Are you satisfied with the work being done by 
business firms in collecting taxes at the source? Have 
you any suggestions? . 

A Generally speaking, the businessmen have done 
a wonderful job in collecting income taxes at the source 
on their employes. The principal suggestion I would 
offer for further improvement would be the more 
prompt remission of withheld taxes, especially by the 
use of the bank depositaries. 
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> J. Edgar Hoover, the top G-man, has 
run into a situation he did not foresee. 
Over Mr. Hoover’s protest a large sample 
of the Federal Bureau of Investigation’s 
confidential files has been opened to 
public inspection. Many people obviously 
are aroused and disturbed by what the 
sampling disclosed. 

It revealed that the FBI has a vast 
amount of data concerning the private 
lives of many people, obviously millions 
of people, whether guilty or innocent of 
any wrongdoing. This material has been 
gathered by Mr. Hoover’s agents over a 





ATTORNEY GENERAL CLARK 
... the final say 


period of years and much of it accumu- 
lated in the recent era of spy scares and 
difficult relations with Russia. 

What has disturbed many observers 
is the possibility, however remote, that 
this huge accumulation of personal in- 
formation could be used for political pur- 
poses to bring pressures to bear upon 
men and groups. Some have expressed a 
fear that the FBI could be transformed 
into a secret political police force. One 
prominent newspaper has asked an in- 
vestigation of the FBI's investigating ac- 
tivities. 

Mr. Hoover, proud of the force he has 
built and alert to any criticism of it, 
vigorously denies that the FBI and its 
files could become a menace to demo- 
cratic processes, He always has exerted 
every effort to keep the files confidential. 
Nevertheless, the question has been 
raised, It calls attention to the nature of 
the information in the files, its sources, 
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FBI methods in collecting it and to Mr. 
Hoover, as Director and molder of the 
FBI for the last 25 years, 

The files. Along with data on spies, 
Communists and criminals, the files are 
stuffed with obvious gossip, innuendo 
and neighborhood rumors about count- 
less citizens. This was revealed by FBI 
“investigative reports” introduced in the 
trial of Miss Judith Coplon, who is ac- 
cused of stealing Justice Department 
documents for the purpose of handing 
them over to Russian agents, 

The reports contain detailed accounts 
of private activities. They list individuals, 
with the names of friends and associates. 
They go into business affairs, what was 
said to a companion, correspondence and 
sometimes even love matters. 

Names enter the files quite casually. 
A “woman named Ruby” told another 
individual that an Army officer and his 
wife had returned to Washington, The 
Army couple was listed, with biographical 
reports added. 

A man in Arlington, Va., noticed that 
a neighbor held many parties and won- 
dered if he was extracting information 
from Army officers for transmission to 
another country. He reported his sus- 
picions to the FBI and added that his 
ll-year-old son said he had seen the 
neighbor outside the door picking up his 
newspaper while insufficiently clad. It 
all went into the files. 

The Coplon reports said, too, that Mrs. 
Edward U. Condon, wife of the Director 
of the National Bureau of Standards, had 
arranged a meeting between a Bulgarian 
attached to the United Nations and a 
salesman of office machinery. Mrs, Con- 
don conceded she had done so, but, how- 
ever innocent the transaction, it was 
noted also that the Bulgarian was sus- 
pected of being a Russian intelligence 
agent. Dr. Condon is demanding an apol- 
ogy from Mr. Hoover. 

Shortly before this disclosure, the sales- 
man lost his job and committed suicide. 
His employers had been told he was 
under FBI investigation, but said that 
was not the reason why he was dis- 
charged. 

Mr. Hoover and his colleagues have 
little to say beyond “no comment,” when 
asked about FBI sources and methods. 
But the Coplon documents make many 
things clear. 

Sources. A great bulk of information 
comes from anonymous informers. 

Some persons volunteer information. 
The FBI’s telephone number, listed prom- 
inently at the front of city directories, 











has been called an open invitation to 
tipsters, 

Mr. Hoover’s agents also solicit jp. 
formation. from neighbors, friends and 
acquaintances of people under investi- 
gation. This method was widely used jn 
the recent investigation of the loyalty of 
Government employes and applicants 
for U.S. jobs. 

There also are paid informers, Mr, 
Hoover defends their use and says that 
without them important cases would not 
have been broken. Paid informers, he 
adds, have been responsible for giving 








FBI CHIEF HOOVER 
.. ‘no comment” 





the FBI the exact card numbers of Com- 
munist Party members, 

In the FBI files, the informants are 
listed by symbols only, “Informant T4 
advised ..... ” is a familiar phrase in 
the Coplon documents. In one case, “an 
informant of the above informant” pro- 
duced data for the FBI. 

Mr. Hoover has instructed his agents 
to report all information given them by 
all sources. Critics of the method com- 
plain that in talks with neighbors the FBI 
agent inevitably obtains much that 3 
hearsay, biased or even malicious. Every 
effort is made to obtain signed statements, 
but anonymity is promised if information 
cannot be obtained otherwise. 

Wire tapping is employed, Mr. Hoover 
has said, although evidence so obtained 
is inadmissible in court. He also says 
that wire tapping is not used in loyalty 
cases, but only in connection with cases 
involving espionage, sabotage, grave risks 
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to internal security, or when human lives 
are in danger. Even then it is done only 
with approval of the Attorney General. 

However obtained, all information 
picked up by an FBI agent, favorable and 
unfavorable, whether gossip, hearsay or 
known fact, goes into the files, and there 
it remains. Mr. Hoover intended that 
these things should be highly confidential. 
He has struggled to keep them so, Never- 
theless, he has not always been successful. 

Revelations. The Coplon trial was 
the first big break. In this case it was a 
question of producing the documents or 
letting Miss Coplon go free. Reportedly 
Mr. Hoover was for the latter course, but 
was overruled by Attorney General Tom 
C. Clark. 

In the loyalty inquiry, investigative re- 
ports on federal employes are sent, with- 
out an effort by the FBI to separate rumor 
from fact, to the employe’s department 
head, who takes action as he sees fit. 
With the investigations near an end, Mr. 
Hoover reports that 99.6 per cent of U. S. 
workers have been cleared, 

The House Un-American Activities 
Committee has had access to some FBI 
data. For a time the Committee com- 
plained of a lack of co-operation from 
Mr. Hoover’s agency. But questions put 
to witnesses have obviously been based 
on FBI information. In the case of Dr. 
Condon, an atomic physicist as well as 
head of the Bureau of Standards, the 
Committee charged, on the basis of an 
FBI report, that he was a security risk. 
He later was cleared by the Atomic En- 
ergy Commission. The House Committee 
has been charged with suppressing por- 
tions of the FBI report highly favorable 
to Dr. Condon. 

For Mr. Hoover, the FBI, its files and 
its force, have been a life work. 

Washingtonian. He is one of the 
few Washingtonians who were born in 
the capital. After high school, he worked 
daytimes at the Congressional Library 
and studied evenings at George Wash- 
ington University. In 1917, at 22, he had 
a law degree and went to work for the 
Justice Department. In World War I, he 
worked on counterespionage cases. 

In 1924, Attorney General Harlan F. 
Stone, later Chief Justice of the ‘United 
States, reorganized the FBI and put Mr. 
Hoover in charge. He found it a minor 
force filled with Harding Administration 
political hacks and somnolence. The late 
Mr. Stone had ideas of what the FBI 
might be, and throughout the years, Mr. 
Hoover says, he followed those ideas and 
often consulted with Mr. Stone. 

The new Director emphasized legal 
and accountancy training as qualifications 
for becoming an agent. He started the 
FBI's now vast (some 85,000,000) finger- 
print collection. He instituted a school 
in which agents are trained and to which 
they return for refresher courses. 

The ’30s brought much increased re- 
sponsibilities. Local authorities were un- 
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able to contend with a wave of bank 
robberies, kidnappings, gangsterism. So 
Congress gave the FBI power to step in. 
Notorious criminals were caught or killed 
by Mr. Hoover’s men, The war added 
espionage and sabotage cases, and the 
postwar era the loyalty investigations. 

At 54, he is chunky and vigorous, He 
travels a great deal and, while in New 
York, still likes to drop in at the night 
clubs. In Washington he works far into 
the night, and almost always has his 
meals with his associate director, Clyde 


A. Tolson, who sometimes is called Mr. 
Hoover’s bodyguard, 

Secret police? Mr. Hoover asserts the 
FBI as constituted could never be used 
for un-democratic purposes, that the men 
would not carry out totalitarian orders. 

As long as Mr, Hoover's big file of 
unsifted personal information remains in 
existence, however, and he can be over- 
ruled on a question of making portions 
of it public, many individuals obviously 
will continue to wonder about the uses 
to which it may be put, 
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PLENTY OF CASH CUSTOMERS 


Buying Plans Show Big Demand Is Waiting 


Houses, autos, most goods still 
are in big demand. Survey shows 
market for goods is almost as 
good as 1948. 

Tendency among buyers, how- 
ever, is to shop around, to hold 
back for price drops, to put off 
many purchuses for now. 

Days of automatic selling ap- 
pear over. Shoppers have the 
cash, but brisk merchandising 
often is needed to make sales. 


The public's demand for automo- 
biles, houses, refrigerators and other 
high-priced goods still is far from sat- 
isfied. The potential market in 1949, 
as disclosed by a new official survey, 
is not much below that of the boom 
year 1948, and is far beyond anything 
ever seen in this country before the 
war. Furthermore, this market is 
backed up by big personal incomes 
and record savings. 

These conclusions are based on a sam- 
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Basic data: FRB 
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pling poll of consumers, taken early this 
year for the Federal Reserve Board by the 
University of Michigan’s Survey Research 
Center. The survey extended into March, 
after most people had become aware that 
business was in a downward trend. 

FRB cautions that business uncertainty 
may change the public’s buying plans, 
and suggests that the time has come for 
business to start some aggressive selling. 
However, the survey results, even though 
the sampling started before the down- 
turn was fully apparent, suggest broad 
unfilled needs that should help to cushion 
the setback. 

Buying plans for 1949, as shown 
by the charts below, are somewhat below 
actual purchases of most major durables 
in 1948. However, in past years, buying 
has far exceeded buying plans as re- 
ported by consumers at the beginning 
of the year. If this were to happen again 
in 1949, actual purchases could exceed 
1948 levels in many lines. 

Automobiles, at the time the survey 
was taken, were on the buying lists for 
1949 of 6,550,000 families or “spending 
units.” About 2 out of 3 of these wanted 
new cars, not used cars. If these plans are 
carried out, the public will buy about 
all the cars the industry can produce this 
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year. At the start of 1948, only 5,230,000 
intended to buy new or used cars that 
year. Yet 8,700,000 actually bought. 

Houses, too, were found to be strong- 
ly in demand in 1949, About 2,300,000 
planned to buy or build. Newly built 
homes were wanted by 1,000,000 fam. 
ilies. That is more houses than will be 
built this year. In 1948, about 2,120,000 
reported plans to buy new or used houses, 
and 2,400,000 actually bought. 

Furniture figured in the buying plans 
of 4,200,000 families for 1949, The same 
number expected to buy in 1948, and 
7,700,000 bought. 

Radios appear to face a shrinking 
market. This year, 1,900,000 reported 
plans to buy. In 1948, there were 2,300,- 
000 who expected to buy, but actual 
buyers totaled 4,800,000. 

Television sets are winning wide 
popular appeal. About 2,800,000 families 
are in the market this year. Less than half 
that many bought sets in 1948. 

Refrigerators have a smaller market 
this year than last, if buying plans are 
followed. The 1949 survey showed 2,900,- 
000 planning to buy. Last year, 3,000,000 
planned to buy, and 5,400,000 bought. 

Washing machines are in the same 
situation. On the basis of reported buying 
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plans, there are 1,400,000 prospects this 
year, In 1948, about 1,500,000 said they 
were in the market, and 3,000,000 bought 
before the year was over. 

_ Buying power of huge proportions 
stands behind this demand for goods. 
Personal incomes, in the aggregate, are 
off moderately since early 1949, but the 
total still is three times that of prewar. 
Savings out of income appear to be ris- 
ing. The question is how much of this 
purchasing power can be tapped in 1949. 

Income increases during 1948 were 
reported by the country’s fam- 
ilies, and only one fifth had decreases in 
income. One out of every five got a raise 
of 25 per cent or more. In 1948, 47 per 
cent of spending units had incomes of 
more than $3,000, compared with 42 
per cent in 1947, Moreover, income in- 
creases last year were found largely 
among those earning less than $4,000. 
Decreases were commonest among those 
with more than $4,000. 

This indicates some leveling of incomes 
in 1948, Widening distribution of earn- 
ings promises strength to the market for 
goods, since incomes in lower brackets 
tend to flow quickly into spending. 

Savings, in the form of cash, deposits 
or Government bonds, were held by near- 
ly 36,000,000 spending units in early 
1949, about the same as a year earlier. 
This means that 7 out of 10 have some 
backlog in a form that could quickly be 
turned into cash. 

However, there is a growing number 
of consumers who have cashed in: all 
their wartime savings. In early 1949, 
about 14,500,000 spending units had no 
liquid savings. About 3 out of 10 spent 
more than they earned in 1948. Credit 
was used by 4 out of 10 who bought 
automobiles in 1948. 
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Financial position of the great ma- 
jority of U.S. families is backstopped by 
noncash savings, such as life insurance, 
home investments and securities of vari- 
ous kinds, ; 

Best customers for automobiles and 
other durables can be spotted through 
findings of the survey. 

Businessmen and their families ap- 
pear to be the top prospects, Last year, 
22 per cent of this group bought cars, 
and 47 per cent bought other durables. 
They were heavily represented among 
those who paid as much as $500 for 
durables other than automobiles. 

Professional men were good custom- 
ers for cars and other things. They, too, 
were found frequently among those who 
paid $500 or more for durable goods. 

Skilled workers, as a group, spent 
rather freely in 1948. 

Farmers, who had a year of high 
prosperity in 1948, bought more home 
appliances than ever before. 

High-income groups offer the really 
concentrated market for durable goods. 
As a rule, the higher the income, the 
more the family plans to buy in the way 
of durable goods in 1949. More than half 
the buyers of new cars in 1948 were 
found in the one seventh of the popula- 
tion with incomes of $5,000 or more. 

Ages 25 to 44 were most frequently 
represented among buyers of refriger- 
ators, washing machines and other ap- 
pliances, 

These findings seem to recommend 
selling campaigns aimed at business and 
professional men, farmers, skilled work- 
ers, young married couples, and generally 
at the higher-income groups. 

Buyer attitudes show some changes 
that also are important in measuring the 
market outlook for 1949. 


CUSTOMERS 
FOR 
_ TELEVISION SETS 








Optimism was the rule in early 1949, 
but more reservations were expressed 
than in the 1948 survey. 

Rises in income were expected dur- 
ing 1949 by many consumers, Nearly 
three fourths expected at least to hold 
their own this year. 

Price declines were predicted by 55 
per cent of families. Few expected high- 
er prices this year. Anticipating high in- 
comes and reduced prices, consumers 
had a general feeling of well being. 

Family finances were reported im- 
proved by 1 out of every 3 interviewed. 
In no other postwar year had so many 
considered themselves better off than 
they had been a year earlier. 

Delayed buying, because of business 
uncertainty and possible new price cuts, 
arises as a possibility affecting the 1949 
outlook, The survey notes this possibility. 
It also notes that the most urgent de- 
mands have been filled, and that cus- 
tomers are getting choosy about quality 
of styling of goods. These are the reasons 
why FRB suggests a selling job to “tap 
latent consumer demand.” 

What all this means is that the 
market for goods, while still broad, is no 
longer the automatic proposition it was 
in 1948. Buyer resistance that has de- 
veloped afound the country since the 
survey was taken makes that clear. How 
many consumers have changed their 
minds about buying in 1949 cannot be 
measured at the moment. FRB plans 
to begin a new survey next month to 
find out, But what the early 1949 survey 
does show is that U.S. families stil] want 
goods on a vast scale, and still have the 
money to pay for those goods. As FRB 
suggests, however, translating demand 
into orders is another thing. That is where 
business’s selling effort comes in. 
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JULY: TEST MONTH FOR WAGES 


Employers Watch Coal and Steel for Cues 


Fourth-round wage trends will 
begin to be clarified next month. 
Attitude of coal, steel, auto and 
electrical-equipment industries 
toward union demands will in- 
fluence other employers. 

Unemployment will be affect- 
ed. Employers who raise wages 
will want to cut work forces to 
offset added labor costs. 


July is turning out to be a month for 
employers and workers to watch. What 
happens in wage negotiations reach- 
ing a climax at that time will have an 
important effect on wage and price 
policy for the country as a whole for 
another year. 

Employers who are trying to cut costs 
in the face of declining markets are re- 
sisting wage increases at every turn. 
Some have yielded to unions and granted 
small wage increases. Others have re- 
fused to budge. (See page 45.) But the 
real test on a fourth round will come 
when settlements are reached in such 
major industries as coal, steel, autos and 
electrical equipment. And, in these four 
industries, a showdown is due in July. 

If the big industries settle - without 
wage increases, employers in other in- 
dustries will be encouraged to stiffen 
-their resistance. If increases are granted, 
many other employers will follow suit. A 
number of companies frankly are delay- 
ing their own wage negotiations to await 
the outcome of negotiations in the basic 
industries. The big companies will not 
necessarily set a wage pattern for all 
others to follow, but what they do will 
influence strongly the actions of others. 

Price trends, too, will be affected by 
the outcome of July talks. A rise in price 
of coal or steel, though not now expect- 
ed, could force price increases in a wide 
field of products using coal and steel. 

Unemployment, now on the rise, also 
may be boosted by higher wages, if they 
come. Employers who are forced to raise 
wages will attempt to offset higher labor 
costs by reducing their work forces. 

The answers to these and other prob- 
lems are in the hands of a few labor and 
industry leaders who will face one an- 
other in lengthy bargaining sessions in 
the next few weeks. 
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JOHN L. LEWIS AND HARRY MOSES 
. strikes in the South, delay in the North? 


The coal industry often is a pace 
setter in wage negotiations. This year, 
John L. Lewis is not negotiating with the 
industry as a whole, as he has sometimes 
done in the past, but with separate 
groups. His strategy seems to be to try 
to win a settlement from Northern oper- 
ators first, with the hope that he can 
force the terms of the settlement on the 
Southern mine owners. The Southerners 
traditionally are more resistant to Mr. 
Lewis’s demands than are the Northern 
mine owners. 

As Mr. Lewis's negotiations move 
toward a showdown, the coal industry 
will focus its attention on the talks with 
Harry M. Moses, chief negotiator for 
captive mines owned by the United States 
Steel Gorp. These talks probably will 
provide the basis for a settlement in the 
rest of the industry. 

As things stand now, Mr. Lewis seems 
resigned to a strike in the Southern soft- 
coal mines on July 5. This, of course, can 
be prevented by a last-minute com- 
promise. But, in the North, Mr. Lewis 
indicates a willingness to keep the miners 
at work at least until August 15, pending 


an attempt to reach agreement on a new 
contract. This is the conclusion that is 
being drawn by many persons in the in- 
dustry from his preliminary sparring with 
the mine operators. 

The steel industry also is being 
watched as a possible wage bellwether. 
CIO Steelworkers, who are demanding 
higher pay, pensions and other social- 
security benefits, will be free to strike if 
a wage settlement is not reached by 
July 16, under terms of basic agreements 
expiring next May. U. S. Steel already is 
resisting CIO demands by refusing to 
bargain on the issue of pensions. 

Autos also may supply some of the 
1949 answers. The Ford Motor Co. con 
tract with the CIO Auto Workers expires 
July 15. The union also is seeking wage 
concessions at the Chrysler Corp. under 
a reopening clause. 

Electrical-equipment firms are ne 
gotiating with the CIO Electrical Workers. 
Employer resistance against pay increases 
is high here because of declining business 
prospects. 


Strikes in some of these industries 


are likely during July. If strikes come, 
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howe ‘ : 
the economy as in previous postwar years. 


Big inventories of finished goods will help 
to carry many firms through strikes this 
year. Coal stocks above ground are large 
enough to last for several months. Elec- 
trical-equipment companies have sizable 
inventories that can keep dealers sup- 
plied with refrigerators, radios and other 
articles. 

in other industries, many com- 
panies are delaying their wage settle- 
ments until a trend develops from talks 
in coal, steel, autos and electrical equip- 
ment. Unions, in some cases, renewed 
old agreements with a provision that they 
can open them on wages in August or 
September if there is a significant fourth- 
round trend. 

No national pattern on wages, how- 
ever, is expected to develop this year, to 
be applied across the board in all indus- 
tries. Each industry is to get more leeway 
this time in fixing its own wage rates 
according to its own business prospects. 
But, if the big industries flatly reject pay 
raises, this would tend to strengthen the 
resistance in the other industries. That is 
why both employers and union leaders 
are anxious about the tests that are to 
come in July. 


WHITE-COLLAR JOBS 
ARE HARDER TO GET 


The factory worker is not alone in 
finding that jobs are harder to get. White- 
collar workers, domestics and farm 
laborers are discovering that, too. For 
them wages also are leveling off, if not 
declining. 

Office workers are being laid off, 
along with factory employes, as produc- 
tion is cut back. In some cities, it is 
easier to find experienced stenographers 
and secretaries than it has been in recent 
years. Applicants for the lower-paid 
clerical jobs in offices also are more 
numerous. 

Slight declines in the average salaries 
paid to office workers have been reported 
in scattered areas recently. In many cases, 
employers report that they are hiring 
new workers at lower pay scales than 
prevailed a few months ago, when firms 
were bidding against one another for 
stenographic help. There are no signs of 
any widespread pay cutting for the 
workers already employed, but this is 
likely to follow if unemployment in- 
creases in the white-collar field. 

A general tightening up on white- 
collar jobs seems to be taking place. 
Employers often do not replace employes 
who resign. This provides a general 
reduction in force, and means more 
workers looking for jobs. Where jobs are 
eliminated, employers are seeking to in- 
crease the efficiency of the remaining 
workers in order to do‘the same work 
with fewer employes. 
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ver, they will not be as harmful to 


Household help is easier to find, ac- 
cording to reports from various cities. 
More women apparently are going into 
this field as cooks, maids or part-time 
workers. Some of them may have been 
laid off in factories. Wives are going into 
domestic service as their husbands’ work- 
ing hours are reduced. 

More men also are applying for jobs as 
gardeners and handy men. Factory lay- 
offs are sending them into this line of 
work. The going rate for gardeners is 
declining somewhat, as more men seek 
the jobs. 

Farm laborers are easier to find, 
too. Factory workers in many cases are 
heading back to the farm. This will tend 
to depress farm wages if the trend con- 
tinues for long. 

Government employes, for the most 
part, are not getting pay raises this year. 
The Federal Government and most of 
the State and local governments indicate 
that they will hold the line. Thus, there 
will be no pressure from this source on 
white-collar salaries in general. 

Teachers in most cities probably will 
not receive another wage increase this 
year. While elementary schools are re- 
ported to be short of teachers, jobs are 
harder to find in the upper grades, where 
salaries are higher. On the other hand, 
teachers are not due for salary cuts in 
the near future. 

Telephone workers, another large 
group of white-collar employes, so far 
have not won any important raises in the 
fourth round. Most telephone unions still 
are negotiating, with the odds against 
any sizable increases. 





UNIONS WIN VARIETY 
OF SMALL GAINS 


Many employers are not waiting for 
the big industries to write new wage 
contracts for 1949 but are working out 
their own agreements with unions. The 
settlements being negotiated indicate the 
trend up to now in the fourth round. Sig- 
nificant recent settlements include the 
following: 

Shipping lines on the East Coast 
have agreed to increase their labor costs 
but have avoided a raise in actual wage 
rates. They have granted a clothing al- 
lowance of $7.50 a month to seamen, 
radio operators and engineers, represented 
by three CIO unions. The allowance 
is to be added to pay checks. 

Construction contractors in Phila- 
delphia are giving a raise of 4 per cent 
to about 15,000 workers in 26 AFL 
building trades there. AFL Operating 
Engineers have won an increase of 10 
cents an hour in 28 southwestern Indiana 
counties. AFL Painters are receiving 
raises ranging from 12% to 25 cents an 
hour in Allentown, Pa. A raise of 15 
cents was won by AFL Plumbers in 
Terre Haute, Ind. Settlements in the 
construction industry are showing wide 
variation, with the unions agreeing, in 
some instances, to waive any increases 
this year in order to hold down costs. 

Carpet manufacturers are joining 
the list of industries that have postponed 
wage talks. CIO Textile Workers agreed 
to extend the contract with four major 
firms to June.4, 1950, with the possibil- 
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WHITE-COLLAR WORKERS 


« «. more applicants; fewer jobs 
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BUSINESS IN MOTION 





Pe ee Colleague on lies pelanivniiien Ee, 


Most of the Revere Metals have utilita- 
rian end uses, going into such products as 
electric motors and switches, clock move- 
ments, automobile radiators and heaters, 
steam condensers, power plant bus bars, 
water tube, roofing and flashing, and 
similar important but unspectacular ap- 
plications. There are other products, 
however, in which these fine metals serve 
the cause of beauty as well as utility. 
Revere, you see, is an important sup- 
plier to manufacturers of jewelry and 
silverware. To such firms, our copper 
alloys offer many important advantages, 
including easy workability, perfect roll- 
ing and plating qualities, and a wide range 
of colors, permitting a good match, if 
desired, with the precious metals. The 
strict quality require- 


rate pressing, stamping, embossing and 
chasing methods required to produce the 
graceful shapes and intricate detail of 
ornamentation before plating. To the 
skilled craftsmen who devote their genius 
to such beauty Revere gives full credit, 
and they give us equal credit for our 
metal which they find so suitable for 
them to work. 

From the point of view of volume it 
cannot be said that this luxurious biscuit 
box represents a big market for Revere. 
No matter how attractive and desirable, 
luxuries are not sold in quantity. Yet 
Revere takes pleasure in supplying the 
fine metal required, and has collaborated 
closely with the maker in selecting the 
proper alloy and writing specifications for 

its gauge and tem- 





ments of this branch 
of the Revere busi- 
ness make it one in 
which we take pride, 
even though goldand 
silver hide our metals 
from the view of the 
ultimate consumer. 
The most hand- 
some, elaborate and 
expensive item 
known to Revere in 
which its metals are 
used is a biscuit 
box, a reproduction 
of an antique Shef- 
field piece. This has 








per. In other words, 
though the poundage 
involved is tiny com- 
pared with that re- 
quired for condenser 
tubes and plates, Re- 
vere has given this 
business close and 
thorough attention. 
It has been our ob- 
servation that such 
respect for the rela- 
tively small order is 
well-nigh universal 
among suppliers, yet 
we often notice that 
manufacturers need- 








three interconnected 
hinged leaves, each with an inner pierced 
shell, also hinged. Opening one leaf 
opens them all to the same degree. Thus 
with one hand it may be closed tightly, 
opened part way, or all the way. Though 
intended as a biscuit box to grace aris- 
tocratic tables, it can also be used for 
flowers. The box has over 100 parts, but 
is beautifully simple to use, and can be 
easily separated into its main sections for 
cleaning. The outside is heavily plated 
with silver, and inside with 24-karat gold. 
Revere’s share in the production of this 
expensive item (retailing at over $100 in 
the best shops) is confined to supplying 
the base metal, Revere’s Soft Rich Low 
Brass. This is ideally suited to the elabo- 


ing such quantities 
do not feel entitled to ask big companies 
for help; they go to distributors. This is 
indeed the proper thing for them to do. 
It is the function of distributors to ship 
smaller orders from their stocks. But it is 
also the duty of the distributor, and the 
privilege of his customers, to call upon 
the supplier for collaboration in such 
matters as material selection and speci- 
fication, and even fabrication methods 
if desired. So Revere suggests that no 
matter what you make, nor in how small 
quantities you buy, you avail yourself 
not merely of the distributors’ stocks 
and knowledge, but also feel free to draw 
upon the knowledge and experience of 
the supplier. 


REVERE COPPER anv BRASS INCORPORATED 
Founded by Paul Revere in 1801 


x *® 


Executive Offices: 
230 Park Avenue, New York 17, N. ¥. 








Labor Week 


ity of reopening on wages and pensions 
after September 1. 

Transit workers in eastern Massa. 
chusetts returned to work after a 10-day 
strike without a wage increase or redye. 
tion. The company had proposed , 
10-cent cut. 

Apparel. Pay cuts ranging from |) 
to 16 per cent were accepted by the AFL 
Ladies Garment Workers in a robe. 
manufacturing plant in Connecticut, fol. 
lowing a 19-day strike. Management had 
stated it would close down the shop up. 
less wages were lowered. The same union 
reported increases of 5 and 10 per cen 
in other types of clothing plants. 

Chemical plants granted increases of 
5 cents an hour in St. Paul and St. Louis 





————— 
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TANKER ENGINEER 
Instead of a raise, an allowance 


A paint firm in Detroit agreed to: 
raise of 10 cents an hour. 

Drugs. CIO Chemical Workers 
ported that a large Detroit drug manu 
facturer had granted a raise of 5 cenlf 
an hour, plus 5 cents in fringe items. 





> AFL Teamsters seem to be veeritf 
closer to the Republican Party. This j 
the impression given by an article signe 
by Daniel J. Tobin, Teamster presidet 
in the current issue of the organization 
official publication. Mr. Tobin warns ti 
Democrats that labor might turn Repu) 
lican at the next election if campaig 
promises are not kept. He states tha 
labor is not getting what it wants 
Congress because Democrats believe tf 
unions have no place to go except to ti 
Democratic Party. Mr. Tobin says th 
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a 
Pensions labor may disappoint the Democrats on 
this score. 
1 Massa. : ; ‘ : 
a 10-day > CIO’s formula for getting rid of its 
or reduc. left-wing affiliates has been revealed by 
posed g CIO President Philip Murray. He pro- 
poses to introduce an amendment to the 
from 10 CIO constitution at the organization’s 
the AFL annual convention in October. This 
a robe. amendment, which probably will be 
ticut, fol. approved if Mr. Murray recommends it, 
ment had would bar from representation on the 
shop un- CIO executive board any affiliate that 
me union fails to abide by decisions of the CIO 
per cent § convention. This will give the left-wingers 


ts, a choice of paying per capita taxes to 
oreases of the CIO without a voice in policy making, 
St. Louis. § or of leaving the organization and going 
independent. Mr. Murray’s strategy seems 
to be based on forcing the left-wingers 
to pull out, rather than expelling them. 





> Acts of violence during a strike may 
be found to be violations of the Taft- 
Hartley Act. NLRB, in a new ruling, 
finds that a union broke the labor law 
by threats, physical force and acts of vio- 
lence on the picket line. Destruction of 
plant property, NLRB holds, constituted 
a threat to non-striking workers by im- 
plying that they would have to risk vio- 
lence if they sought to enter the plant. 
The company also was found to have 
violated the law by authorizing a super- 
visor to go to a union meeting and by 
allowing foremen to make “threatening 
antiunion statements.” 


union officers under the Taft-Hartley Act 
are not always accepted at face value by 
the Justice Department. A number of the 
affidavits are being investigated by the 
Department to determine whether the 
signers swore falsely in denying that they 
were members of the Communist Party 
or supporters of organizations seeking to 






—Galloway 





ance 
overthrow the Government. If the De- 
eed toi Partment can prove in court that an offi- 
cer's affidavit is false, the officer ray be 
rkers fined up to $10,000 or sentenced to jail 
g manu for a period up to one year, or both. 
«5 cent Sia ak wad 
tems. [| 2 An organizing drive planned by 
the new CIO telephone union is expected 
to run into considerable opposition from 
. veeringg the AFL Electrical Workers. CIO’s Tele- 
. This #§ phone Workers Organizing Committee 
le signeq™ now has merged with the Communica- 
resident tions Workers of America, recently 
nizationg# granted a CIO charter. The combined 
yarns th@§ Organization claims about 250,000 mem- 
1 Repub bers. It hopes to send out a staff of 26 
ampaig™ Organizers in place of the present crew 
ites thal of 7. But the AFL electrical union also 
wants if is seeking to organize in this field and 
lieve th@} may be able to pick up some local unions 
pt to th where members were lukewarm about 
ays tha joining CIO. 
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Our diesels 


OU are looking at New York 

Harbor from the upper deck of the 
“Paterson”, newest of Erie’s fleet of 
diesel-powered tugs. Seven of these 
modern boats cleave the busy waters of 
the harbor, toting lighters with Erie 
export shipments to some squat-fun- 
neled freighter bound for Bombay, 
London, Madagascar or, perhaps Rio. 


Often as not, they are just as busy trans- 
ferring shipments from abroad to the 
Erie’s modern dockside facilities. There 
shipments are sorted and loaded on 
cars for destinations along the Erie’s 
two thousand miles of track for distri- 
bution across the nation. 


The increasing use of diesel power for 
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..-Mark of PROGRESS in Railroading 





take to the water, too! 


its marine fleet, plus steady additions to 
its roster of diesel locomotives, is a good 
example of Erie’s constant improve- 
ments in dependable transportation. 


Whatever works best, safest and most 
economically is Erie’s standard of ser- 
vice for both passengers and freight. 


Erie 


Railroad 


Serving the Heart of Industrial America 

























































n Asked: 


ABOUT EXCLUSIVE-DEALER CONTRACTS 


Businessmen suddenly have something 
else with which to be concerned, This 
time they need to consider the kind of 
contract that they have with their sup- 
pliers or with dealers who distribute 
their products. 

A Supreme Court majority has decided 
that an oil company cannot bind inde- 
pendent dealers to sell its particular 
products exclusively. A filling-station op- 
erator, for example, cannot be bound by 
contract to handle only one brand of 
gasoline. He can sell the gasoline of one 
company, the oil of another, the tires and 
batteries of a third, He cannot, by con- 
tract, limit himself to the sale of the sup- 
plies of only one company. 

This decision is raising questions about 
manufacturer-dealer agreements in many 
other industries. The farm-machinery in- 
dustry already is faced with a court test 
of its contracts with distributors—in many 
ways similar to the arrangements in the 
oil case. In other fields, in plumbing sup- 
plies, electrical appliances and in many 
other products, there now is some shadow 
cast on manufacturer-dealer agreements. 

It also is being asked whether auto- 
mobile dealers come within the sweep 
of the Supreme Court decision. There is 
some doubt about it. The Justice Depart- 
ment has not brought a suit to test the 
selling arrangements between auto com- 
panies and their dealers. That may be 
done later. Efforts also may be made to 
extend this new ruling of the Supreme 
Court to other industries. 


What, broadly, does the Court ma- 
jority say? 
Briefly, the Court says that an oil com- 
pany violated the Clayton Act by making 
contracts under which independent serv- 
ice stations agreed to buy and sell only 
products of the company. Products in 
this case included tires, tubes, batteries, 
lubricating oils and a number of auto- 
mobile accessories, as well as gasoline. 


Does that mean that any kind of 
dealer arrangement is illegal? 
Not at all. The decision applies specifi- 
cally only to the arrangement in effect in 
this particular case. A number of other 
industries have exclusive arrangements 
with their dealers, These include pro- 
ducers of autos, farm machinery, shoes, 
radios, clothing, hardware items and 
many other things. The legal standing of 
these dealer contracts has not been tested. 


What should an industry look for to 
avoid trouble? 

The possible effect on competition of an 

exclusive-dealer contract is one important 

thing to consider, The-Clayton Act says 


48 


that such arrangements are illegal if their 
effect may be “to substantially lessen 
competition or tend to create a monop- 
oly in any line of commerce.” In the oil 
case it was not shown that the dealer 
contracts actually reduced competition— 
but only that “a substantial part of com- 
merce” was affected. 


Then the Court decision is not to be 
applied automatically to other in- 
dustries? 

No. The Court hasn’t said that all ex- 

clusive-dealer arrangements are illegal. 

Some may be acceptable. The Justice 

Department is not expected at this time 

to try to put an end to all exclusive-deal- 

ing contracts between producers and 
their distributors. The Federal Trade 

Commission also is investigating some 

dealer contracts, but not on a wide 

scale. 


In the case of auto manufacturers,- 


will they have to give up exclu- 

sive dealers? 
The situation in the auto industry is dif- 
ferent from that in many other fields. 
That’s because these dealers usually are 
agents of one company and handle only 
its cars and other products. It is possible, 
however, that the Justice Department 
may look into the selling arrangements 
in the auto industry as a result of the oil 
company decision. But there is no order 
now for this industry to stop its present 
manufacturer-dealer relationship. 


What's the situation in regard to 
farm machinery? 

The Justice Department has suits pend- 
ing against three large companies that 
make farm machinery and other farm 
equipment. The Department is objecting 
here, too, to exclusive-dealer arrange- 
ments, which it says suppress competi- 
tion. It also charges that the exclusive- 
dealer contracts in the farm-machinery 
industry violate the monopoly provisions 
of the Sherman Act. The Justice Depart- 
ment complains that farmers in a com- 
munity often have only one, or possibly 
two, dealers from whom they can buy, 
thus limiting the brands of equipment 
that they can get. 


In the oil company case, what hap- 
pens to these distributors? 

For the most part, they probably can go 

along about as they are now, That is, 

they can sell the products of only one 

company if they want to, provided that 

they don’t have a contract binding them 


to do so, Some of the present contracts . 


may be rewritten to eliminate exclusive- 
dealing agreements. But dealers are not 


forced by the Court decision to take 
other lines of gasoline or other produg 


What if dealers want to take on 
er brands? 
Then they can do so, if they can get s¢ 
ice from the oil companies. Actualh 
some of the oil companies have } 
operating all along without any exclugp 
dealing arrangements with filling 
tions. But, where a company leaseg 
service station to an operator, the og 
pany apparently could take back the 
tion at the end of the lease and run 
business itself. 


Would that be a way out for 
companies? 
It could be. One of the dissenting opini 
in the Supreme Court decision said ¢ 
oil companies might operate more 
their own filling stations, thus wip 
out many of the independent deal 
Some oil companies may return to 
system under which service stations ¥ 
run by their agents or by their empleo 
Or they might add stations to those n 
managed by their subsidiary companit 


Wouldn’t that mean more troul 
with antitrust laws? 
That’s possible, The Supreme Court 
cision indicates that widespread ope 
tion of filling stations by oil compan 
through their agents or subsidiaries, 
raise questions of violation of the Sher 
Act, if this practice were to result 
tendency to monopoly. No question 
monopoly under the Sherman Act 
decided in the recent oil company @ 
In an earlier decision, however, movil 
picture producers were forced to get 
of local movie houses that they had b 
operating as outlets for their pictu 


Considerable confusion has resulted 
both manufacturers and individual dé 
ers from the decision of the Supré 
Court against the exclusive-distribut 
contracts in the oil case. Further 
may be thrown on the situation by 
other court decision in a pending @ 
involving somewhat similar contracts§ 
another oil company. A ruling in the 
against the three farm-machinery ma 
facturers may also clarify the posif 
of both manufacturers and distribu 
in regard to their contract arrangemé 
But no one can tell at this time just I 
far-reaching the recent ruling of the 
preme Court will be, or how far it 
be applied in other industries. The fut 
of exclusive-dealer contracts under 
antitrust laws will not really be kno 
until further decisions are handed d@ 
by the courts to serve as a guide, 
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THIS IS A LOUD NOISE IN 


For one brief moment, we thought of showing 
you a real picture of this Quietorium of ours. 

But actually it looks much the same as any 
other room built in the middle of a factory... 
even if it is all double walls, and sound traps, 
floating springs and such. 

What makes it unusual is something we 
can’t picture... silence so complete that 
even the sound of a human heartbeat can 
be measured. 

Our refrigerator compressors march in con- 
tinuous procession through this tinkered-up 


ou CAN BE SURE... iF rs Westinghouse 


OUR QUIETORIUM 


room... each one “auditioned” by an expert 
sound technician. When an occasional one acts 
up like a noisy little brat, it is sent right back 
to the shop for another “silencing treatment”. 

We have the old-fashioned idea that you 
want a refrigerator to refrigerate. Noise- 
makers can be had at the five-and-dime. 

Hence the Quietorium. It puts the finger 
on our ideal of perfection and holds us to it. 
It’s just one of scores of tests we make on 
everything from turbines to toasters... 
to make sure we live up to that ideal. 


BROADEST LINE OF ELECTRICAL EQUIPMENT 








Only 4 Meng 
on His 
Payroll 


BUT JAMES RAYMOND HAS OVER 
1,000 SCIENTISTS AND TECHNICIANS 
WORKING FOR HIM— 
ASSURING HIM QUALITY PRODUCTS— 
BUILDING YOUR CONFIDENCE IN HIM! 


* ete research facilities are only 

a part of the great Flying Red Horse 
team that contributes to the success of 
James Raymond and 46,000 Mobil- 
gas dealers and jobbers like him. 


The high quality of the products you 
buy ... the /ow price you pay .. . the 
very things that create opportunity and 
build business for these thousands of 
independent businessmen . . . are re- 
sults of integrated operation like this: 


. Socony-Vacuum scientists con- 
stantly prospecting for new oil 
reserves 


. fast tankers transporting oil from 


SOCONY-VACUUM OIL COMPANY, INC., and Affiliates: 
MAGNOLIA PETROLEUM COMPANY, GENERAL PETROLEUM CORP. 


|: JAMES RAYMOND 

E Raymond’s Service 
i Static 

©, Stamford, Conn, 


i 
field to refinery to dealer to you 


. the efficient, co-ordinated hook- 7 
up of oil fields, pipelines, labora- 
tories, refineries, and distribution 7 
facilities—making shortcuts and 
savings all down the line! 


That’s the kind of competitive efficiency % 
that helps James Raymond to build 
his own successful business—that 
gives him the advantage of bigness 
right in his own home town, 
x * * 

That’s the kind of teamwork that 
makes possible a big money’s-worth for 
you—at a small profit per gallon for us! 


, cae 





1,400 INDEPENDENT JOBBERS— 
45,000 INDEPENDENT DEALERS— 


Rely on the Flying Red Horse for What You Want! 








SOCONY-VACUUM 
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PESSIMISM VS. STOCK MARKET 


Reported from NEW YORK and WASHINGTON 


Investors’ fear that harder 
times are coming is giving the 
stock market the jitters. 

That's the real explanation for 
current price weakness. 

Dividends stay high. Profit 
outlook, by past standards, is 
good. Financial condition of cor- 
porations is sound. 

Some day, if history repeats, 
business's real value will show 
up in higher stock prices. 


The stock market once again is in 
the news as a result of its gyrations. 
Prices of stocks on June 18 set a new 
low level for the four-year period since 

} 1945. 

People with money to invest have 
shown again that they take a dim view 
of the outlook for earnings and dividends 
of U. S. corporations. They have held this 
view all through the years of the great- 
est boom in the nation’s history. Investors 
remained skeptical when corporation 
earnings and dividend payments broke 
all records. Now, with profits turning 
down moderately and dividends level- 
ing off, they still incline to pessimism. 

The chart on this page shows the range 
of fluctuation in average market prices of 
30 industrial stocks, the ones used in the 
Dow-Jones index, over a 23-year period. 
Prices of shares in these representative 
companies are shown to have held within 
a narrow range during the whole post- 
war boom. Stocks climbed out of their 
wartime doldrums during the postwar 
boom, but never really reflected the coun- 
try’s prosperity. Then, when business 
news started looking less cheerful, mar- 
ket prices dropped once more. 

Stocks can be bought on the market 
now for less than in 1937, when corpora- 
tions’ after-tax earnings per share were 
less than half the present rate. The Dow- 
Jones average is less than half the peak 
level of 1929. Prices now are about where 
they were in 1926, before the big boom 
that ended in 1929. They are far higher 
than the depression levels of the early 
1930s, and also above those of the war- 
time slump. Still, stock prices, when 
measured by corporate earnings or by 
dividends, are at low levels that puzzle 
many market observers. 


JUNE 24, 1949 


Real trouble with the market, now 
as in the whole period of the postwar 
boom, is found in a feeling of fear and 
uncertainty among investors. 

During the boom, there was fear 
that prosperity would not last, that busi- 
ness’s high earnings would come sudden- 
ly to a halt, that dividends would drop, 
that stock prices would collapse. Coupled 
with that, there were fears of new taxes 
and fears of the demands that organized 
labor was making on business. 

Now, with business actually on the 
downgrade, fears of depression have been 
aggravated. On the same day that stocks 
broke to the lowest point of the postwar 
period, steel operations had been cut for 
the ninth consecutive week. Copper had 
been reduced in price again. Organized 
labor was preparing new demands. 

Nervousness in the market in recent 
days, thus, has been only a continuation 
of what has been going on throughout 
the postwar years. Yet, all this time, peo- 
ple who owned stocks and held on to 
them have been making money. Divi- 
dends of 6 to 10 per cent on money in- 


Industrial Stocks: 


$400 














Source: Dow-Jones & Co., Inc. 


vested in stocks have not been unusual. 
At the same time, money put into corpo- 
rate bonds has been yielding around 3 
per cent. Government bonds have yielded 
less than that. Interest on savings ac- 
counts in banks has rarely been more 
than 1% per cent. 

Looking more deeply into the 
market and its prospects, one finds this: 

Credit buying of stocks has all but 
disappeared. It used to be, back in the 
late ‘20s, that stocks could be bought 
with margins of as little as 15 per cent. 
During 1946, the Government prohibited 
credit buying of stocks. Then the cash re- 
quirement was lowered to 75 per cent. 
Three months ago, it was reduced to 50 
per cent. But there still is little credit in 
the stock market. In 1929, brokers’ loans 
averaged $6,500,000,000. April 30, these 
loans are not much more than $480,000,- 
000. A bust now would not catch margin 
buyers as the 1929 crash did. 

Profits are not what they were in 
1948. Official estimates place this year’s 
first-quarter earnings of corporations, 
after taxes, at an annual rate of $17,200,- 


The Fall in Prices 
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Dinance Week 








000,000. That compares with $20,100,- 
000,000 in 1948. But profits could drop 
40 per cent below the rate for early 1949 
and still be twice as much as corporations 
earned in prewar 1939. 

Dividends are expected to remain 
high. Corporations require less money 
now for expansion and other business 
needs than in 1948, so that stockholders 
are coming in for a higher proportion of 
profits. In the first quarter of 1949, by 
official estimates, dividends continued at 
an annual rate equal to that of the final 
quarter of 1948. 

Measured by either earnings or divi- 
dends, stock prices are lower now than 
in any year since the ’20s. Actually, the 
total value of the stocks of some com- 

















‘THE CLOUDED CRYSTAL BALL’ 
Fears brought a price break... 


panies on the current market represents 
less money than those same companies 
have plowed back into the business as 
retained earnings in the last two years. 

Financial position of corporations 
continues strong. Current assets of all 
U.S. manufacturing corporations totaled 
2.7 times current liabilities at the end of 
1948. At that time, they could have writ- 
ten off their inventories entirely, written 
down accounts receivable by 62 per cent, 
and still had enough current assets left 
to cover total current debts. Thus, there 
is no general financial weakness to ex- 
plain the low prices of stocks. 

The business decline, as these figures 
show, had been discounted in the market, 
at least in part, before the decline actual- 
ly set in. Short selling—selling of shares 
for future delivery in anticipation of a 
price drop—reflected the attitude of the 
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market. The short interest position on the 


_New York Stock Exchange recently has 


been at the highest level in years. 
Federal taxes are not to be increased 
this year. Earlier, Mr. Truman’s proposal 
to raise $4,000,000,000 in new taxes from 
corporations and individuals added to the 
gloom surrounding the stock market. 
Individual taxes, at current rates, al- 
ready operate as a powerful drag on the 
stock market. Investors who normally sup- 
ply most of the money that goes into 
the market are those in the upper income 
brackets. But, in these brackets, taxes cut 
so heavily into any income from stock 
investments that many have decided the 
chance of earning some extra money in 
the market is not worth the risk. 
Congress, watching the troubles of the 
stock market, is getting into a mood to 
provide tax relief for the stockholder. 
There is wide support for a proposal to 
give the stockholder credit, against his 
tax on dividend income, for part of the 
taxes paid by the corporation. Idea is to 
encourage higher dividend payments. Ac- 
tion on this or a similar plan may come 
in 1950. Many, including Emil Schram, 
New York Stock Exchange president, 
think tax relief for the stockholder would 
give the stock market a real boost. 
immediate outlook for the market 
is uncertain. Pessimism, still apparent, 
could drive stock prices even lower. How- 
ever, throughout this postwar period, in- 
dustry’s record earnings have gone large- 
ly into new plant and other improve- 
ments, things that have added actual 
value to the business. Financial his- 
tory suggests that some day this value 
will be capitalized in terms of higher 
stock prices. When that day will come 
remains to be seen. 





> Social Security programs will stay 
as they are this year, probably will be 
broadened and liberalized in election 
year 1950. Bill now being drafted in the 
House would cover into the program 
self-employed people, domestics and 
others. Farmers probably will be omitted. 
Insurance benefits may be increased. That 
bill may pass the House this year, but 
will stall in the Senate until 1950. 

Pay-roll tax rates for old-age insurance 
probably will go up, but not as fast as Mr. 
Truman suggests. Under present law, 
the tax rises next January from 1 to 1% 
per cent.each on employer and employe. 
Some think even that much of an in- 
crease should be delayed. (See page 19.) 

Mr. Truman’s health and disability-in- 
surance programs are not to come in 
1949, look doubtful for 1950. 


>» June 15 collections from individual 
and corporate taxpayers are cutting down 
the federal budget deficit. However, it 





appears the surplus for June will be no 
more than $400,000,000. That would 
leave the budget in the hole by $1,509,. 
000,000 for the 1949 fiscal year, which 
ends June 30. 


> Economy measures, aimed at bal- 
ancing the budget for the fiscal year be. 
ginning July 1, are gathering strength, 
Senate Expenditures Committee has ap- 
proved a resolution, introduced by 30 
Senators, to require President Truman to 
cut 5 to 10 per cent out of amounts 
appropriated by Congress. Cutting on 
that scale would save $2,000,000,000 to 
$4,000,000,000. Mr. Truman probably 
would veto such a resolution. Adminis. 
tration’s argument is that room can’t be 





—Harris & Ewing 
EMIL SCHRAM 
- - - would a tax cut help? 


found in the budget for any heavy reduc- 
tions in spending. 


> Life insurance, like other forms of 
saving, is gaining in popularity with the 
public. Institute of Life Insurance esti- 
mates that new policies in the first six 
months of 1949 will total $11,200, 
000,000, a new record. That will boost 
the total to $209,000,000,000, the high- 
est ever. 


> Federal help to States in collecting 
their cigarette taxes looks doubtful. A 
bill providing such help has passed the 
House, but appears to be getting a cool 
reception in the Senate Finance Commit- 
tee. The bill provides that any person 
shipping cigarettes into a State levying a 
cigarette tax must notify tax authorities 
in the State of destination. 
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540 57¢ 4 


1000 Ibs. Steer = 600 Ibs. Beef = 540 lbs. Retail Cuts 
at 26¢ per |b. at 42¢ per Ib. (including shop fats) 
Packer pays Retailer pays Consumer pays 


$260% | $2520" $3092° 














*Value of by-products, such as hides, 
fats, hair, animal feeds, fertilizer, 
etc., typically offsets packers’ dress- 
ing, handling and selling expenses, so 
that the beef from a steer normally 
sells at wholesale for less than the 
live animal cost. 


For livestock raising to be profitable, 
‘ing farmer's return must cover mainte- 
nance of breeding stock, feed and 
labor costs, land use and the grower's 
time for the three years it takes to 
duc- produce a good-grade steer. 


Retail markup must cover such costs as rent, 
labor, depreciation on equipment and fix- 
tures, etc., as well as shrinkage in weight of 
beef carcass when converted into retail cuts. 











“< Based on market reports of the USDA for good-grade beef steers and good-grade carcass beef, Chicago style cutting, and on 

P average retail prices for good-grade meat, as reported by the BLS, Chicago, during 1947. Prepared by American Meat Institute, 

esul- 

t six 

200,- A good look at this chart quickly provides answers to a lot of questions people ask about meat, 

oost : ri ‘ 

high For example, it shows why sirloin steak from a 26¢-per-pound steer may cost 80¢ over the 
counter, and why a meat packer can sell beef for less than he paid for the animal “‘on the hoof.” 

oting Efficiency in saving by-products as well as meat—and not economic legerdemain—makes 

Fe: this possible. It is one of the big reasons why meat moves from farmer—to packer—to store 

cool at a lower service cost than almost any other food. 

ymit- 

— AMERICAN MEAT INSTITUTE 
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_ “Saves me hundreds of hours... 





NATIONAL MECHANIZED ACCOUNTING SAVES TIME, MONEY, AND EFFORT * 


Increase the output per employee your own office . . . improve the * Get this FREE 
...and you make more money! morale of your staff . . . and also im- ZA 20-page booklet, 
4 , : ‘ ’ : “How to Save 
True in the factory ...and true prove your customer relations with \ Monexen cout 
in the office as well! True no mat- records that are always neat, accu- Bookkeeping,” 
») ter what the size or type of your rate and on time. Mor4 from your 
‘ local National 
Representative, 
or write to: 


business. National’s exclusive combination 

We'll gladly show you just how _ of advantages produces savings that 
a National Mechanized Accounting often pay the cost of the whole in- 
System tailored to your needs can _ stallation the first year. Call your 
increase the output per employee in local National representative today. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
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“Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Business activity at present is being supported mainly by the automobile 
and construction industries. Activity in almost all other lines is down. 
Automobile production in 1949 has exceeded 3,000,000 cars and trucks. 
General Motors plans to produce another 1,000,000 cars in the next four months. 
Total output at this rate would hit an all-time high mark of 6,000,000. 
Construction industry is in an uptrend. Total outlay for new building in 
May was $1,568,000,000, up 15 per cent from April, almost equal to May, 1948. 
4 New homes started in May totaled 95,000. That is an increase of 9,000 over 
q April and is within 5 per cent of the 100,300 new starts for May, 1948. 
Home-building activity last year reached a peak in May, but the peak is 
| expected to come later this year, since building permits were rising in May. 
The trend in construction and auto production suggests that the real test 
for U.S. business will come next autumn, when construction will slacken season- 
» ally and when automobile production may be cut back. By that time other indus- 
' tries will have to pick up if a general and sharper decline is to be avoided. 











j Present signs are that the gradual decline in over-all business activity 
© will continue. Any slackening in construction or in automobile output may serve 
| to steepen the decline. Outlook for any change in the downtrend is not good. 


4 Business buying continues to be exceedingly cautious. Business firms are 
» very reluctant to place orders in the face of weak prices and lagging demand. 
Copper deliveries are at the lowest point in several years. 
Zine prices are 8% cents a pound below March, but buyers still are few. 
Steel buying is off rather sharply and producers are cutting production. 
What's happening is that fabricators are using up inventories and are not 
reordering to any great extent. The policy of inventory reduction is having a 
direct effect on production. Basic producers are cutting down on output. 














Purchasing agents also are shortening their commitments. They are not 
ordering goods very far in advance of the time their companies will need goods. 

Buying by Midwest purchasing agents is only two thirds as much as a year 
ago. More than half of them buy only 30 days ahead. Last year, a majority of 
these purchasing agents were ordering for delivery several months away. 

One mail-order house in Chicago is placing orders for only 25 or 30 per 
cent of the volume of goods it expects to sell next autumn. A year ago at this 
time the same firm placed orders for 60 per cent of expected sales. 

One reason for these shortened commitments is that supplies are improved. 
Buyers are confident they can get quick deliveries now. Another reason is price 
uncertainty. Buyers don't want to order, then see prices cut. A third reason 
is lagging consumer demand. Firms are uncertain of their own sales outlook. 





This hesitancy in buying is having a sharp effect on U.S. imports. 
Q Imports for consumption fell from $623,800,000 in March to $526,700,000 
'in April. April imports were 10 per cent below the monthly average for 1948. 
Semimanufactures imported in April were 19 per cent below last year's 
¥ monthly average. Biggest drops were in copper and in imports of wood pulp. 
: Crude foodstuffs imported in April were below March but slightly above last 
» year's average. Drop from March to April was chiefly in cocoa and coffee. 
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TREND OF AMERICAN BUSINESS~-- (Continued) 


Raw-material imports fell from $164,700,000 in March to $146,300,000 in 
April and were below the monthly averages for raw-material imports in 1948. 

Finished manufactures show the same downward import trend. Nearly all 
types of manufactured imports are below the level of a year ago. 

Declining import trend has important implications for U.S. foreign policy. 
The world dollar shortage will become more acute as this country buys less from 
abroad. That will mean more distress, more depression in countries that depend 
on the U.S. market. And almost all countries do depend heavily on U.S. buying. 








Federal budget outlook is anything but optimistic at present. 

Estimated deficit for the fiscal year that ends June 30 was $600,000,000. 
That was the estimate made in the official budget message of last January. 

Actual deficit, when the books are closed, now promises to be close to 
$1,500,000,000. That includes spending from the trust fund for European aid. 

Prospective deficit for the next fiscal year, beginning July 1, may go to 
$5,000,000,000. That's the prospect unless taxes are raised or spending is cut. 

There is almost no prospect of a tax increase this year. And, while talk 
in Congress favors economy, the appropriation bills don't suggest much economy. 











As a matter of fact, a period of deficit financing in the coming fiscal year ™ 
is not being viewed with much alarm. Nearly everyone agrees now that the country | 
is in for a recession of some degree. Government deficits, under such condi- 
tions, are becoming more generally regarded as acceptable financing. The defi- 
cit run up by the Treasury would be expected to moderate the decline. 


Cash spending by the Federal Government for the 1950 fiscal year is likely 
to exceed the cash intake of the Treasury by around $5,000,000,000. 
Budget deficits usually are greater than cash deficits because collections 








from pay-roll taxes and some other sources are not counted as budget receipts. 
Cash outgo in the fiscal'year ahead, however, will be swollen by almost 
$2,000,000,000, which will be paid to veterans as refunds on war insurance. That 
will not be a budget expense, but it will be Government spending just the same. 
A cash deficit of $5,000,000,000 for the 12 months beginning July 1 might 
prove a rather sizable offset to the expected decline in private spending. In 
terms of money, it would be as large as the current public-building program. 


In trying to gauge the effects on business of this deficit spending..... 
The July-September period probably will see a rather small cash deficit. 
In this period, there will be few tax refunds and large trust-account receipts. 
The October-December quarter, however, may bring deficit-cash spending of 
as much as $2,300,000,000. That will reflect reduction in the cash income of 
the Treasury and increase in outgo through probable unemployment benefits. 
When the decline in private business activity is expected to be deeper, the 
Government is likely to be spending heavily. That should ease conditions. 








Congress, meanwhile, is likely to allow credit to become easier. 

Bank-reserve requirements will be reduced after June 30, when the present 
Federal Reserve authority over bank reserves is expected to be allowed to lapse. 

Installment-credit controls also are likely to lapse on June 30. That will 
permit merchants to offer goods to customers on easier credit terms. 

Treasury borrowing in the open-money market promises to be substantial in 
the next six months. That will have the effect of increasing the money supply. 

Each of these moves will have an inflationary influence. Easier money and 
credit policies, however, seldom have an immediate effect. They operate in an 
indirect fashion that takes time to be felt. So they won't stop a business drop. 











Bank Joan to busimess continue to reflect declining activity. Loans of 
banks that report weekly to Federal Reserve are $831,000,000 under a year ago. 
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LOOK AT THIS THING—IT HOLDS A RARE SKILL 


A vessel welded of two-inch aluminum was desirable 
for many processes before anyone could produce it. 
Only within the last two years was this skill mastered. 
Stacey Bros., a Dresser company in Cincinnati, 
pioneered in the welding of thick aluminum and, today, 
fabricates and welds up to 314” plate. Whether the 
materials are aluminum, steel or steel alloys, Stacey 
Bros. can fabricate them for as difficult problems as 
can be solved anywhere. 

The welded vessel shown has 114” walls with a 


4? 


second vessel inside having 2” walls. Stacey Bros. 


BOVAIRD & SEYFANG Mfo. Co. 


DRESSER ‘fc 


EEARK Bros. Co., Inc. INTERNATIONAL £ 
~ieon, New York 2 2k “ 
DRESSER Mfg. Dis ‘ 


made it for McCarthy Chemical Co. This unique 
skill in welding resulted from two years’ research 
with Battelle Institute. And from years more at 
Stacey Bros., including the invention of a new torch 
using a shield of argon gas. 

The ownership of such unrivalled facilities, and 
such pioneering skills, is the reason why—The Biggest 
Jobs Are Going to Dresser. What problem have you 
in construction of large vessels? Write inquiries 
about large welded vessels and tanks to Dresser 
Industries, Inc., Terminal Tower, Cleveland, Ohio. 


SECURITY £ 
STACEY BROS 


ROOTS-CONNERSVILLE £ 


HE ONLY COMPANY DOING AN OVER-ALL JOB— 


From well to refinery 
for the Oil Industry— 
From source to consumer 
for the Gas Industry 


#1 NDUSTRIES, 


TERMINAL TOWER © CLEVELAND 13, OHIO 


rh f2 Gal PB! 
MESSE 


INC. 











































This girl knows the matchless comfort of a 
Harter posture chair perfectly adjusted to her own 
measurements. Why don’t you enjoy postural 
support as you work? Harter’s Model 65 is ex- 
pressly designed for executives. It combines 

the comfort of an adjustable posture chair with 
the luxury of a massive armchair. Hand-wheel 
controls permit five adjustments of seat and back 
for personalized comfort and erect, healthful 
posture. Deep and resilient foam rubber cushions, 
rich mohair fabric upholstery in your 
choice of pastel or deep-tone shades. 


Discover what you’ve been missing in 
office comfort! Ask your Harter dealer to 
let you try this executive posture chair 
in your own office— without obligation. 


Al A) RTE RR 


$63. Ue BO Fe Rte eT BA 


POSTURE CHAIRS - STEEL CHAIRS 


w 
Free Booklet a 


Write for your copy of “Posture Seating 
Makes Sense.” It explains the benefits of 
Harter posture seating for all office work- 
ers. Harter Corporation, 406 Prairie Avenue, 
Sturgis, Michigan. 





MODEL 65 


. Military Establishment issues the eighth 





























Photo: Courtesy Westinghouse 
Electric & Mfg. Company 


7 nowing how to apply power and gravity 
K conveyors to best advantage for your needs 
is equally as important to Standard as designing 





Write, telling us 
what you make 


" YOU CAN, as a cotton grower, 


The Department of Agriculture announce 








and building them well. 

An experience record of more than 40 years 
—serving all classes of industry and business— 
heavy duty or light—handling steel or cos- 
metics—qualifies Standard to be of service to 

ou. 
. Call on Standard for any conveyor require- 
ment—an engineered system—a portable unit— 
a light portable section of roller conveyor. 


STANDARD CONVEYOR COMPANY 
General Offices: North St. Paul, Minn. 
Sales and Service in Principal Cities 


Engineered Soarares Systems — Portable Conveyor 
Units — Spiral Chutes — Pneumatic Tube Systems 
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or handle. We will 
send literature 
showing Standard 
Conveyors in use 
in your business. 


Address Dept. US-69. 






RAVITY & POWER 
CONVEYORS 
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YOU CANNOT, as sole beneficiay 

of a trust created by a will, fail t 
pay a taxon the entire income of the 
trust even though you choose not to re. 
ceive any of the income. This ruling jg 
handed down by a circuit court of ap- 
peals in a case where the beneficiary had 
absolute command of the trust income. 


* * * 


YOU CANNOT, as an employer with 
a “union shop” contract in you 
plant, extend that contract to a new plant 
without a vote of the workers in the new 
shop.. The National Labor Relations 
Board notifies one employer that such an 
extension of a “union shop,” without for. 
mal approval of the new workers, js 
violation of the Taft-Hartley Act. 


* * * 


YOU CAN now get complete details 

of rules that apply on renegotia 
tion of contracts with the armed forces, 
The Munitions Board of the National 


and last part of its regulations on re. 
negotiation. The new chapter deals with 
statutes, orders and directives. 


* %* 


count on getting a Commodity 
Credit Corp. loan on your 1949 crop 


that CCC will make price-support loans 
on the 1949 crop of upland cotton @ 
90 per cent of the parity price as of 
next August 1. Advance loans may k 
obtained by producers before the tim 
when loan values can be determined. 


* * * 


YOU CANNOT, according to a nev 

court decision, be required to pay 
an income tax on the profits of a bus: 
ness that you give outright to your wife, 
even though you continue to direct the 
business and it operates under you 





name. A circuit court of appeals over 
rules the U.S. Tax Court and finds that 
such income is entirely taxable to tk 
wife, even though she had no experiené 
in running the business. 


* * * 


YOU CANNOT employ a_ mine 

child under the age of 18 on a jo 
where he is exposed to radioactive sub 
stances that require precautions in han 
dling. The Secretary of Labor amené 
regulations under the Fair Labor Stand 
ards Act to prohibit employment @ 
under-18 workers in workrooms whet 
these substances are manufactured 
stored or used. 
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What you as a businessman CAN 
and CANNOT do as a result of federal | : = 


come, | court and administrative decisions 


Our national staff of pension consultants is pre- 
neficiary YOU CAN sometimes get an exten- 
1, fail to sion of a license to export heavy 
€ of thei machinery if you are unable to make 
ot to re. | shipment within the specified time. The 
ruling is} Qffice of International Trade outlines 
‘tof ap. procedures to be followed by exporters 
‘iary had who find it necessary to extend the valid 
income, period for such a license. 





pared to use its wide experience with all types 
of businesses in making a sound, independent 


actuarial study of your firm’s retirement needs. 


* * * 
ver with YOU CAN now obtain a license to 


ee ee ee MArsnu & McLENNAN 


ew plant ing that the metals are available. OIT 
the new eases this special provision that formerly INCORPORATED 














Xelations applied to shipment of these metals. In 
such aff the future, availability must be shown Insurance Brokers 
out for only for won and steel scrap and for | CONSULTING ACTUARIES 
ey $29 galvanized sheets. AVERAGE ADJUSTERS 
ct. 

* * * | 


| Chicago NewYork SanFrancisco Minneapolis Detroit Boston 





: oo ae 
e details FOU pinacgriti — Lact Pgte Los Angeles Pittsburgh Seattle St.Louis St.Paul Duluth 
an Inco! ax ; ay- 
egotia- ments that you make as “liquidated Indianapolis Portland Superior Washington Cleveland Buffalo 
1 forees damages” “for child-labor violations Columbus Phoenix Vancouver Montreal Havana London 
National onder the Walsh-Healey Act. The Tax . 











> eighth Court upholds the Commissioner of In- 
On Té# ternal Revenue in his ruling that these | 
als with payments may not be deducted as busi- 


ness expenses. 



































* * * 
STOWs, YOU CAN obtain from the Office 
imodity of Technical Services a free copy of TO EXPORTERS AND IMPORTERS IN MID- 


C . ae . 
? CY0.E a special listing of its reports on German 


lon dyestuffs and formulas. | CONTINENT AND SOUTHERN STATES: 








































rt loans 
tton at 5 a y 
> as of YOU CAN, as manager ‘kin Geto our nearest, most convenient gateway to = markets is the 
may be bevinde and toes sdnccletion, buy U.S. Gulf. Lykes serves Gulf Gateway ports with fast, modern cargo 
1e time more freely than heretofore real estate vessels regularly scheduled on six major world trade routes, Reduce 
ned. loans of the Home Owners’ Loan Corp. transit time of your exports and imports through Lykes depend- 
Restrictions on these purchases are eased able, experienced ocean shipping. 
by the Home Loan Bank Board. 
Pa new 
to pay = * @ VU For export-import information 
‘ i YOU CANNOT give your employes peta at Lyles Bros, Steamship Co. Inc. 
an unscheduled paid holiday in American Flag Trade Routes SOUTHERN STATES Dept. E ,New Orleans, Lo. 
ect th celebration of a union’s defeat in a col- a le TIP FOR WORLD TRAVELERS: 
r Yous lective-bargaining election, without run- pyc byhes corey Shere haves madenn 
S over ; ee : : @ CARIBBEAN LINE Passenger ‘accommodations for 
1s tha MDS the risk of violating the Taft-Hart- EE restful, informal travel. 
pe th ley Act. NLRB finds that an employer iiece vie 
orielll committed an unfair labor practice by ineeca Lee 
such an act. The holiday was considered 
by the Board to be an expression of ap- 
proval of the union’s defeat as well as a 
: promise of future reward for continuing 
a to reject union organization. 
re sub 
n han Conclusions expressed in these paragraphs 





mend are based upon decisions and rulings of 
Stand Courts and Government bureaus. In making 
ont & their decisions, courts and bureaus consider 

many facts which, for reasons of space, can- 
whet not be set forth in detail. U.S. News & 
tured Wortp ReEporT, on written request, will | 


Lykes Bros. Steamship Co., Inc. 
Offices at: NEW ORLEANS, HOUSTON, GALVESTON, NEW YORK, Beaumont, 
Chicago, Corpus Christi, Dallas, Gulfport, Kansas City, Lake Charles, Memphis, 
Milwaukee, Mobile, Port Arthur, St. Louis, Tampa, Washington, D. C. 









refer interested readers to sources of this 
ic material. 
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Business activity is still falling as 
latest official figures reveal a severe 
drop in new orders received by 
manufacturers. 

Steel operations were scheduled at 
86.7 per cent of capacity in the 
week ended June 18, compared with 
89.1 the previous week, 102 in 
March. 

Factory output dropped to 175.8 on 
the indicator below in the week 
ended June 11, from 176.2 the 
previous week, 184 in April, 202 
last October. 

New orders received by reporting 
manufacturers in April slumped 9 
per cent below March and were 26 
per cent below September. Details 
follow: 


Per Cent Decline 
Mar.-April Sept.-April 


Total =»: 9 —26 
Durables —14 —3] 
Iron, steel & prods. —22 —45 
Machy., incl. elec. —11 —17 
Other durables —10 —32 
Nondurables — 6 —23 


Unfilled orders fell 5 per cent in 
April in durable-goods industries, 
following declines of 3 per cent in 
March, 2 in February. Their total 
drop since September is about a 
sixth for machinery, a third on the 
average for furniture, lumber, 
transportation equipment, nonfer- 
rous metals and stone, clay and 
glass products. 

The drop in production is being 
cushioned by unfilled orders. Manu- 
facturers’ shipments in April—partly 
against accumulated orders—were 


(1935-39 = 100) 





Hourly Production Per 
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only 4 per cent below March, 10 
per cent below September. 

Manufacturing employment in May 
fell to 15,017,000, down 321,000 
from April, 875,000 below a year 
ago. 

Renewal of forward buying by ap- 
parel manufacturers, however, lifted 
May employment sharply in woolen- 
textile mills. 

Industrial efficiency is rising. 

Hourly production per factory work- 
er, shown in top chart, is up this 
year above the 1939 rate, according 
to unofficial estimates, following a 
steep decline during the war and 
a slow recovery through 1948. 





Gains in productivity now appear- 
ing are due mainly to plant and 
equipment bought since the war, 
more steady flow of materials, lay- 
off of inefficient workers, better 
planning by management and hard- 
er work by labor itself. 

Losses in productivity, however, still 
occur in some industries. Produc- 
tion per worker is down in some 
machinery lines, where total output 
has fallen sharply and where man- 
agement is trying to hold its work 
force together. It declined in the 
radio industry when producers 
shifted from console radios to tele- 
vision. It is likely to drop in still 
other industries as they bring out 
new models and new products to 
meet sharper competition. 

Wage costs per unit of product 
remain about double those of 1939. 

Prices of industrial goods have de- 
clined only 5.5 per cent below their 
November peak. 

Construction is holding at a high 
level. New dwelling units started in 
May climbed to 95,000, only 5 per 
cent below the record level set in 
May, 1948. 

Department-store sales rose to 
293.3 on the indicator below in 
the week ended June 11, from 
285.3 the previous week. 

Purchase of goods by final users is 
still at a high rate in most lines. If 
this continues, the drop in new 
orders and factory output will be 
checked after inventory liquidation 
has run its course. 











* ADJUSTED FOR SEASONAL VARIATION 
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BRUSSELS....PARIS....LONDON....BUENOS AIRES.... 








>> Business troubles are popping up now all over the map..... 

n- The U.S. has no monopoly on strikes, unemployment, price cutting, fall-off 
rk in orders, build-up in stocks. Manufacturing countries in Europe show the same 
symptoms, although more scattered, less concentrated as yet. Continuing tumble 
le- of raw material prices is beginning to take its toll in Latin America, Canada, 
and the colonial areas of Asia and Africa. Spreading slump rapidly is assuming 
to world-wide proportions. Only the Kremlin is happy about it. 


ee >> There's beginning to be a rush in Europe to get new businesSs..... 

vy New orders are in a declining trend in important industries abroad. 

‘ir Shipyards in Britain and Sweden have few new orders coming in. Backlogs 

will keep them going for some time. Shipyard workers tend to stretch their jobs. 

in Steelmakers in Luxembourg find they are running through their orders fast. 

New orders are not frequent. Currency difficulties are partially responsible. 
Coal is piling up in Poland. Polish officials are trying to sell an addi- 

to tional large quantity in Western Europe this summer for dollars. 





>> Prices are being shaded wherever it is possible..... 
is Belgian coal is being sold to France at a new low price. Idea is to keep 





high-cost Belgian mines going--even at a loss. 
e Japanese shipbuilders are getting business on a price basis. Their quota- 
" tions on tankers range up to 40 per cent lower than the British. Delivery dates 
are earlier, also. Denmark has shifted some ship business to Japan. 

Persistent weakness in base-metal prices is beginning to be really felt in 
mining countries. Copper and zinc production is falling off in Canada, Mexico, 
Chile, the U.S. Marginal mines are closing. Big mines are slowing down. 




















>> Stocks of these metals, available to manufacturers, are getting very large. 
British stocks of copper, for example, at the end of April were 57 per cent 
higher than a year earlier, and consumption was off one third. British stocks 
of zinc were up 30 per cent, consumption was off 40 per cent. 
Belgian stocks of copper and zinc are understood to be large, too. 
Meanwhile, in the U.S., producers' stocks of copper are the highest in 
eight years, consumption the lowest in 1l years. 
Thus, the signs are that these three countries, heavy users of copper and 
zinc, are not going to be doing very heavy importing the rest of this year. 
































>> In Western Europe, major countries are at varying stages of the business 





(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


cycle. But there are danger signals almost everywhere. 

France still is emerging from the postwar inflation, feeling deflationary 
measures more and more. Credit restrictions are found burdensome. 

Italy has passed through this stage. Italy's real problem today is to pre- 
vent deflation from going too far in an economy loaded with a labor surplus. 

Belgium has had its spree, its big postwar prosperity. Now it is having 
trouble exporting and trying to combat large-scale unemployment. 

Western Germany, too, has a large number of unemployed. Credit restric- 
tions have made business rather cautious. But industrial production is still on 
the upgrade. German problem is how much of its old export market can be won back. 





>> Meanwhile, Labor Government in Britain is having trouble with labor..... 
Railroad workers want more pay, shorter hours, fewer runs that keep them 
away from home overnight. They're not happy, either, about the way the Govern- 
ment runs the railroads. Workers, union men say, ought to have a real voice in 
management. Miners, similarly, are finding the National Coal Board unsatisfactory. 
Most major unions in Britain want higher wages. They had to be told how 
impossible this demand was. They don't like to be told by their own Government 
that profits can't be squeezed much more, that they will have to work harder. 
British workers are finding the millenium didn't arrive with Clement Attlee. 








>> The British business scene bears close watching..... 

Workers are getting restless. Food prices and the cost of living continue 
to rise. Wages were up somewhat in the last year but don't seem to keep pace. 

Consumer lines are beginning to show signs of a downtrend. Bus travel is 
off. So is beer consumption. .So is attendance at movies. Clothing is stacking 
up in the stores. People are careful how they spend money. 

Exporters find more and more difficulty making sales abroad. They tend to 
unload what they can on the home market or in soft-currency markets where sell- 
ing is made easier by bilateral deals. Neither course earns dollars. 

Taxes, raw-material costs and wages are so high that chances of any decided 
Slice in British export prices soon are very Slim, unless the pound should be 
devalued. Even wiping out profits would not drop prices much. 

Labor Government thus is up against several blank walls. Current prices 
can't be shaved much, if any, to save export markets. The British economy it- 
self seems to be losing momentum. Nationalization is losing some of its appeal. 











>> With all these troubles, the British also are badgered by Washington..... 
The U.S. has been urging Britain and other Marshall Plan countries to build 
up sources of supply outside the dollar area and to promote exports. 
Britain, France and other countries have been doing this through an elabo- 
rate web of bilateral or barter deals. There are literally hundreds of these. 
Rigid channels of trade, outlandish prices, discrimination are built up in 
this sort of trade. Washington usually winks at it. But, now, suddenly-- 
Recent British-Argentine agreement is held up as a bad example of a long- 
term deal pulling away from "free trade" principles. This deal hurts because, 
by it, American oil and farm-machinery companies will lose out in Argentina to 
British companies. Truth is, Argentina has few dollars to buy with and must 
have fuel and machinery. The British want Argentine meat and other products. 
Washington objection to the deal will be quietly sidetracked. 
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YALE & TOWNE 
butlds 17-acre 


manufacturing plant 
IN PENNSYLVANIA 






































New Yale tS Towne Plant 


on Roosevelt Boulevard, 





To keep pace with the increasing demand for the latest 
designs in material handling machinery, The Yale & 
Towne Manufacturing Co., built this modern office and 
manufacturing plant designed for one-story straight- 
line operations. It is on a 93-acre site in the Northeast 
section of Philadelphia. The most modern tool equip- 
ment and material-flow layout have been provided for 
the manufacture of Yale chain and electric hoists, electric 
and gas industrial trucks, hand and motorized lift 
trucks, industrial scales and other related material 
handling machinery. 





* * * 


A vast new industrial development is under way all 
over Pennsylvania . . . new steel mills . . . new auto- 


| mobile plants which want to get closer to the steel mills 


... new electrical factories . .. new chemical plants. The 
reasons which are drawing them here may mean money to 
your company, too. Write to the Department of Com- 
merce, Harrisburg, Pa., for information on plant sites, 
labor supplies, markets, transportation facilities, etc. 










Philadelphia. 


JAMES C. MORGAN, GENERAL MAN- 
AGER OF THE PHILADELPHIA DIVISION 
SAID: “Our operations in multi-story buildings in a 
congested city area during the last decade made us 
decide to build in a less restricted Pennsylvania in- 
dustrial area where our activities could be concen- 
trated under one roof, with consequent benefits 
from modern use of lighting, heating and ventilation 
and other associated facilities. Also, our splendid 
labor relations favorably influenced our decision to 


make our major expansion here.” ' 


In the Heart of the World's 
Greatest Market With Over 
69,000,000 People Within 
A Radius of 500 Miles. 


JAMES H. DUFF 


Governor 


THEODORE ROOSEVELT, III 


Secretary of Commerce 
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Navy Plan for Use of Atom Bomb . . . Why Mr. Snyder 
Doesn’‘t Recognize Setback . . . Mr. Molotov’s Decline 


President Truman is letting it be 
known privately that he feels the 
White House record of hunting Com- 
munists is as good as, or better than, 
the record of Republicans in Con- 
gress. The President doubts that 
Communism can be raised as an 
effective issue in the 1950 congres- 
sional campaign. 


eR 


Dwight Eisenhower, wartime com- 
mander in Europe and now a univer- 
sity president, is not rebuffing sug- 
gestions that he will be available to 
the Republican Party in 1952 when 
it is to be in the market for a presi- 
dential nominee. He is starting to 
give the country his ideas on nation- 
al issues and is showing opposition to 
a bigger Federal Government. 


K:-% & 


Mr. Truman is becoming convinced 
that the postwar boom is ended and 
that the White House may soon need 
to give attention to problems that go 
with deflation. 


xk * 


Leon Keyserling, Vice Chairman of 
the Council of Economic Advisers to 
the President, who held out to the 
last with his claims that boom control 
was the big U.S. problem, now is 
leading the forces that are pressing 
Mr. Truman to do something drastic 
to head off a depression. Mr. Keyser- 
ling feels that things may get very 
bad if Government doesn’t move in. 


ARO 


Admiral Louis E. Denfeld, Chief of 
Naval Operations, is trying to induce 
Staff Chiefs Omar Bradley of the 
Army and Hoyt Vandenberg of the 
Air Force to visit an aircraft carrier 
so that they can have a better idea 
of what it is they are voting against. 
The heads of the Army and Air Force 
haven’t taken the trouble to become 
acquainted with the Navy’s air arm. 


xx*«rek 


Louis Johnson, Defense Secretary, is 
to let the Navy spend $45,000,000 to 
modernize some of its old carriers in 


64 


spite of opposition by Army and Air 
Force heads. A modernized carrier 
will be able to handle P2V bombers, 
which can carry the atom bomb. Air 
Force wants no other service to break 
into the present Air Force monopoly 
on use of atomic weapons. 


ee ae 


The White House has tipped off 
leaders in Congress that Omar Brad- 
ley, Chief of Staff for the Army, will 
be the first chairman of the Joint 
Chiefs of Staff if Congress approves 
creation of this chairmanship. Gen- 
eral Bradley is popular in Congress. 


x * «K 


Lieut. Gen. Walter Bedell Smith, 
former Ambassador to Russia, heads 
the list of those considered for the 
job of Army Staff Chief if General 
Bradley does get a chance to become 
the first chairman of a Joint Chiefs 
of Staff organization. General J]. Law- 
ton Collins and Lieut. Gen. Albert 
C. Wedemeyer, however, still are not 
counted out for the top Army job. 


= & 


John Snyder, Treasury Secretary, re- 
mains convinced that, if everybody 
will just refuse to recognize a setback 
in business, there won’t be a setback. 
Mr. Snyder’s troubles with Govern- 
ment finances are to grow so big with 
a recession that he can’t bring him- 
self to admit that there might be one. 


Kok am 


Charles Brannan, Secretary of Ag§gri- 
culture, with his plan for using Treas- 
ury checks to underwrite farm in- 
come, is being cast in the role of 
Democratic philosopher for the 1950 
campaign. The Democrats figure that 
they can add to their strength in Con- 
gress in 1950 elections by appealing 
to farmers, who are expected to be 
disgruntled over income losses ahead. 
Mr. Brannan is expected to devise an 
appeal to farmers that will outmatch 
anything the Republicans will offer. 


xk * 


Political strategy of the Democrats 
still is to get labor-law changes so 


tangled that the Taft-Hartley Aq 

will stay on the books during~mug 
of election year 1950. With Senaty 
Taft running for renomination apd 
re-election in Ohio, the Democratid 
leaders feel that they can get labo 
more excited with a Taft-Hartley Ag 
on the books than with it off. 


x k * 


Senator Arthur Vandenberg, of Mich. 
igan, who doesn’t like the way David 
Lilienthal is running the Atomic 
Energy Commission, is a bit annoyed 
with Iowa’s Senator Bourke Hickep. 
looper for the way he has directed his 
attack on Mr. Lilienthal. The Mich. 
igan Senator thinks that his Iowa cdl. 
league muffed his attack by “usinga 
blunderbuss when he should have 
used a rifle.’ Republicans are les 
sure than they were on their ability 
to keep Mr. Lilienthal from confirma. 
tion in 1950. 


ok 


Fred Vinson, Chief Justice of the 
United States, is ending another term 
of the Court without being able to 
compose the rather sharp differences 
of temperament and viewpoint that 
keep the individual Justices divided 
and on not very harmonious terms. 
Divided opinions continue to be the 
rule in deciding most issues. 


* KS 


Russia’s V. M. Molotov, who was 
No. 1 man in dealing with the Wes 
and supposedly No. 2 man in th 
Russian hierarchy, finds himself rele- 
gated to secondary diplomatic jobs 
at the moment. If he is assigned to the 
job of strengthening Russian ties with 
China, it will confirm a demotion. 


x *k * 


China’s Communists are getting sé 
to strike at the island of Formos 
once they take Canton in Soutl 
China. Communist forces are busy 
assembling the naval power, shipping 
and facilities for air support that 
would enable them to try to hit a 
the forces of Generalissimo Chiang 
Kai-shek, who is ready for a las 
stand on Formosa. 
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Glenmore’s Kentucky Tavern, “The Aristocrat of 
Bonds,” is the only Bottled-in-Bond that has been 


made by the same family in the same distillery for 


three generations...and the Glenmore distillery 


has made more Kentucky Bourbon than any other 
distillery. This unmatched experience assures you 


uniform high quality. That’s why... 
B49 y y © Glenmore Distillertes Company, Louisville, Kentucky 


NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 
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One of golfdom’s ablest young cup-winners, 
“‘Powerhouse’” Lew, whose red-hot shooting 
captured both the National Open and the 
Denver Open the same year, 1947. 





In a recent test of hundreds of people 
who smoked only Camels for 30 days, 
noted throat specialists, making weekly 

examinations, reported 


NOT ONE SINGLE 


CASE OF THROAT 
IRRITATION due to 
smoking CAMELS 


Every day...every week...all 
over; the nation ...smokers are 
making this simple “prove-it- 
yourself” test—smoking Camels, 
and only Camels, for 30 days! 

There’s change in the air and 
this change is to Camels... for 
mildness, for flavor! Make your 
30-Day Test in your “T-Zone”. 
See if your taste doesn’t prefer 
Camel flavor. See how your throat 
welcomes Camel mildness. See if 
you, too, don’t change to Camels! 











Money Back 


Guarantee! 


Yes, smoke Camels and 
test them as you smoke 
them. If, at any time, you 
are not convinced that 
Camels are the best 
cigarette you've ever 
smoked, return the pack- 
age with the unused 
Camels and you will re- 
ceive its full purchase 
price, plus postage! 
(Sic ned) R. J. Reynolds 
Tobacco Company, 
Winston-Salem, N. C. 




















The ever-amazing shot-maker of pro golf .. 
U. S. Open and P.G.A. champion back in ’22, 
and collector of a long list of American and 
British titles ever since. 


YES, GENE, 
| LEARNED 
SOMETHING IN THE 
30-DAY TEST | — 
CAMELS ARE REALLY 
MILD. .. TASTE 


LEW ! THATS 
WHY I'VE SMOKED 
CAMELS FOR 
ALL THESE 
YEARS | 


According to a Nationwide survey: 
MORE DOCTORS SMOKE CAMELS 
THAN ANY OTHER CIGARETTE 


When three leading independent research organizations.asked 113,597 
doctors what cigarette they smoked, the brand named most was Camel! 











